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Presenter Notes
Presentation Notes
Good morning and thank you for the introduction. 

It’s great to be here with you this afternoon in Dallas to talk about Qualified Appraisals and Adequate Disclosures in the Context of Estate Planning: Why, What and When Including a review of 2023 court rulings that deal with these topics. 



Outline

I. Qualified Appraisal and Adequate Disclosure
i.  WHY: Increased Scrutiny by the IRS

ii.  WHAT: Defining Qualified Appraisal, Qualified Appraiser,
and Adequate Disclosure

iii.  WHEN: Recommendations on When to Hire a Qualified
Appraiser

Il. Recent Court Cases Relevant Estate Planning
i.  Estate of Hoensheid v. Commissioner

ii.  Ronald Schlapfer v. Commissioner
iii. Estate of Cecil v. Commissioner
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Presentation Notes
A brief outline of what we will be discussing. 

As it relates to Qualified Appraisals and Adequate Disclosure - why is it important to better understand these terms? 

The WHY is because with it’s newly expanded budget, the IRS intends to devote additional dollars and examiners to focus on making sure that high-net-worth individuals and estates are paying their fair share of taxes. We will start with a review of the audit statistics for gift and estate tax returns, which demonstrates that exams and the additional dollars collected as a result, have been fairly low over the last ten years and part of the increased funding to the IRS is meant to bolster this process and increase the taxes collected. 

Then we will discuss the WHAT: What is a “Qualified Appraisal and Qualified Appraiser” and what are the requirements of “Adequate Disclosure” as defined by the Treasury Regulations. 

And finally we will talk about the WHEN: When do you need to consider recommending a Qualified Appraisal meeting the Adequate Disclosure requirements to your clients. We will review a sample of selected assets and discuss the potential sources of values for these assets, other than qualified appraisals, and some of the risks associated with these other sources. 

To wrap up our time this morning we will review two 2023 court cases, the Estate of Hoensheid v. Commissioner which deals with the issues of qualified appraisal and qualified appraiser, and Ronald Schlapfer v. Commissioner which deals with the issue of adequate disclosure and the statute of limitations. 

We will also briefly discuss the court’s 2023 ruling on the Estate of Cecil v. Commissioner which, although it does NOT deal directly with these issues, is an important case for tax-payers as it relates to the valuation of minority interests in asset intensive operating companies, and tax-affecting S Corp earnings. 


@ WHY: Increased Scrutiny on
Wealthy Taxpayers

10-yr. Snapshot of Estate (706) and Gift (709) Tax Returns

Recommended
Tax Collected % of Returns Additional Tax After
(Shillions) Examined Exam (Smillions)
Year 706s 709s 706s 709s 706s VAVES

2013 | S 14.1 | S 5.8 11.6% 1.1%|$ 3,300 | S 1,200
2014 | S 17.6 | S 2.6 8.5% 0.8%| S 775 | S 1,300
2015 | S 18.0 | S 2.1 7.8% 0.9%| S 428 | S 286
2016 | S 19.9 | S 2.5 8.8% 0.8%| S 790 | S 303
2017 | S 21.8 | S 1.9 8.2% 0.8%| S 799 | S 440
2018 | S 22.7 | S 1.2 8.6% 0.9%| S 1,500 | S 465
2019 | S 16.0 | S 1.6 6.9% 0.8%| S 483 | S 301
2020 | S 17.1 (S 1.1 5.6% 0.5%| S 384 | S 272
2021 | S 23.4 | S 4.6 10.9% 0.8%| S 1,300 | S 477
2022 | S 28.9 | S 4.4 4.9% 0.3%|$ 1,800 |$ 762



Presenter Notes
Presentation Notes
Starting off with our WHY: Why is a review these terms timely and important?

This slide presents a snapshot of Estate and Gift tax returns filed over the last 10 years, including the taxes collected, the % of returns examined and the recommended additional tax resulting from those examinations.   

As a result of the increased funding allocated to the IRS by the passing of the Inflation Reduction Act, the agency has indicated that they will be more focused on wealthy taxpayers, partnerships and other high earners that have seen sharp drops in audit rates during the past decade. As highlighted on this slide:�
the percent of 706 Estate Tax Returns examined by the IRS declined from a high of 11.6% examined in 2013, to only 5.6% examined in 2020. 
over the same period, the percent of 709 gift tax returns examined declined from 1.1% to only 0.5%.  
In dollars of additional tax recommended as a result of the examinations, 706s declined from $3.3 billion in 2013, to $384 million in 2020. 
For 709s examined, the recommended additional tax declined from $1.2 billion in 2013, to only $272 million in 2020.
However in 2022, although only 4.9% of 706 returns were examined, the agency recommended $1.8 billion of additional taxes, or almost 5 times the amount recommended in 2020. Likewise, although only 0.3% of 709s were examined, the recommended additional tax was $762 million, or about triple the amount recommended in 2020.

Of course many factors impact the number returns filed over this period including changes to the estate and gift tax exemption thresholds. 

But the trend that I want to point out on this slide is that, with a few outliers, we can see a general reduction in the % of returns examined and the additional dollars collected, a trend that the IRS now intends to reverse with additional funding. 

In fact, in a speech given in 2023,  

IRS Commissioner Danny Werfel said the following: “This new compliance push makes good on the promise of the Inflation Reduction Act to ensure the IRS holds our wealthiest filers accountable to pay the full amount of what they owe. The years of underfunding that predated the Inflation Reduction Act led to the lowest audit rate of wealthy filers in our history. I am committed to reversing this trend, making sure that new funding will mean more effective compliance efforts on the wealthy,   while middle- and low-income filers will continue to see no change in historically low “pre-Inflation Reduction Act” audit rates for years to come.” end quote

On May 2, of this year just after the April 2024 tax filing deadline, on a conference call with reporters Commissioner Werfel reiterated these promises stating that the agency will continue to focus its efforts on large partnerships with assets of more than $10 million, who will see their audit rates increase 10-fold and Wealthy individuals with total positive income of more than $10 million who will see a 50% increase in audit rates.
 


WHY: Increased Scrutiny on
Wealthy Taxpayers

What can we do for our clients in anticipation of increased scrutiny on
the wealthiest filers?

1. Make sure that appraisals performed for gift and estate tax planning, meet the
definitions of Qualified Appraisal and Qualified Appraiser, as defined in the Treasury
Regulations

2. Make sure the transfers are Adequately Disclosed to start the three-year Statute of
Limitations



Presenter Notes
Presentation Notes
So, what can we do for our clients in anticipation of this  increased scrutiny on the wealthiest filers?

While we know that we can’t guarantee that our client’s returns will not get examined, we can reduce the risk of examination and potential additional taxes and penalties by better understanding how the Treasury Regulations define the concepts we will discuss today: qualified appraisals, qualified appraisers, and adequate disclosure, and by ensuring that our clients meet these requirements when it is appropriate to do so. If a return is submitted meeting these requirements, we have a taken a significant step towards positioning our clients to successfully defend a challenge from the IRS.


WHAT: Qualified Appraisal &
Qualified Appraiser

Qualified Appraisal and Qualified Appraiser

Source: Treasury Reg. §1.170A-17

Qualified Appraisal

A qualified appraisal means an appraisal document that is prepared by a qualified appraiser in
accordance with generally accepted appraisal standards (Uniform Standards of Professional
Appraisal Practice, as developed by the Appraisal Standards Board and the Appraisal Foundation).

1. Is made, signed, and dated by a qualified appraiser in accordance with generally accepted
appraisal standards;

2. The appraisal meets the relevant requirements detailed in Treasury Reg. §1.170A-17 (next slide);

3. Is signed by the qualified appraiser and dated no earlier that 60 days before the date of the
contribution and no later than the due date, including extensions, of the return on which the
deduction for the contribution is first claimed; and

4. Does not involve a prohibited appraisal fee. Specifically, the fee cannot be based on a percentage
of the appraised value.
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Now that we’ve talked about the WHY, we will move on to the WHAT. What are these definitions.

The terms qualified appraisal and qualified appraiser are defined in Treasury Regulation Section 1.170A-17. A qualified appraisal is defined as an appraisal document that is prepared by a qualified appraiser in accordance with the generally accepted appraisal standards as provided in the Uniform Standards of Professional Appraisal Practice (or USPAP) as developed by the Appraisal Standards Board of the Appraisal Foundation.

As summarized in IRS Publication 561 which relates to donated property and charitable contributions, a qualified appraisal document should meet the following requirements:

It must be made, signed and dated by a qualified appraiser in accordance with generally accepted appraisal standards
The appraisal contents must include the detailed information specified in the relevant section of 170A-17 (which we will review on the next slide)
The appraisal must be signed by the qualified appraiser and dated no earlier than 60 days before the date of the contribution, and no later than the due date, including extensions, of the return on which the deduction for the contribution is first claimed or reported; or in the case of an amended return, the date on which the amended return is filed, and
The appraisal should not involve a prohibited appraisal fee. More specifically, the fee charged by the appraiser cannot be based on a percentage of the appraised value of the asset.




WHAT: Qualified Appraisal &
Qualified Appraiser

Qualified Appraisal

10.

11.

A description of the property in sufficient detail for a person who is not generally familiar with the property to determine that the property was appraised is
the property that was (or will be) contributed.

The physical condition of any tangible personal property or real property.
The date (or expected date) of contribution, or the effective valuation date.

The terms of any agreement or understanding entered into (or expected to be entered into) by or on behalf of the donor and done that relates to the use,
sale, or other disposition of the donated property.

The name, address, and taxpayer identification number of the qualified appraiser and, if the appraiser is a partner, an employee, or an independent
contractor engaged by a person other than the donor, the name, address, and taxpayer identification number of the partnership or the person who employs

or engages the appraiser.

The qualifications of the qualified appraiser who signs the appraisal to value the type of property being valued, including the appraiser's background,
experience, education, and any membership in professional appraisal associations.

A statement that the appraisal was prepared for income tax purposes.
The declaration required by Treasury Reg. §1.170A-17(3)(vi).
The appraised FMV on the date (or expected date) of contribution.

The method of valuation used to determine FMV, such as the sales comparison approach, cost approach, or income approach.

The specific basis for the valuation, such as any specific comparable sales transaction.
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The contents of a qualified appraisal report must include the following:

A detailed description of the property
The physical condition of any tangible personal property or real property. 
The effective valuation date. 

The terms of any agreement entered into by, or on behalf of, the donor and donee that relates to the use, sale, or other disposition of the donated property.
The name, address, and taxpayer identification number of the qualified appraiser and the name, address, and taxpayer identification number of the partnership or the person who employs or engages the appraiser.
The qualifications of the qualified appraiser who signs the appraisal to value the type of property being valued, including the appraiser's background, experience, education, and any membership in professional appraisal associations.

A statement that the appraisal was prepared for income tax purposes. 
The declaration by the appraiser detailed as specified in Section 1.170(A)-17
The appraised FMV on the date of contribution. 

The method of valuation used to determine FMV, such as the sales comparison approach, cost approach, or income approach, and
The specific basis for the valuation, such as any specific comparable sales transaction. 



WHAT: Qualified Appraisal &
Qualified Appraiser

Qualified Appraiser

A qualified appraiser is an individual with verifiable education and experience in valuing the type
of property for which the appraisal is performed as detailed in Section 1.170(A)-17

Key qualifications of a qualified appraiser include:

1. Has:
a. an appraisal designation
OR
b. has met minimum education requirements and has 2 or more years of
experience in valuing the type of property being valued

2. Regularly prepares appraisals and is compensated for performing appraisals; and

3. Is not an excluded individual.
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One of the most important requirements under the qualified appraisal rules is that the valuation be done by a qualified appraiser. Qualified appraiser means an individual with verifiable education and experience in valuing the type of property for which the appraisal is performed. 

The term qualified appraiser is also defined in Section 1.170(A)-17 as one having the following qualifications:

The education and experience requirements means that the individual:

Has earned an appraisal designation from a generally recognized professional appraiser organization, for the type of property being valued; or

Has met certain minimum education requirements and has 2 or more years of experience in valuing the type of property being valued. 

To meet the minimum education requirement the individual must have successfully completed professional or college-level coursework obtained from:
A professional or college-level educational organization,
A professional trade or appraiser organization that regularly offers educational programs in valuing the type of property, or
An employer as part of an employee apprenticeship or education program similar to professional or college-level courses.

The second qualification is that
The individual regularly prepares appraisals for which they are paid; and 

Third, the individual is not an excluded individual. 

In summary, a qualified appraiser is one who either has relevant credentials or enough experience. So what are the appraisal designations and what is considered relevant experience? 



@ WHAT: Qualified Appraisal &
Qualified Appraiser

Qualified Appraiser

Appraisal Designations
National Association of

Certified Valuators and

Organization Analysts (NACVA) CFA Institute

Accredited Senior Accredited Certified Valuation Analyst Accredited in Business Chartered Financial
Credential Name Appraiser (ASA) Member (AM) (CvA) Valuation (ABV) Analyst (CFA)
Year Credential Instituted 1981 1991 1997 1963

Prerequisite Requirements for Certification:

Bachelor degree /

Education Four-year college degree / equivalent College degree College degree equivalent
Experience in Business

Valuation 5 years 2 years 2 years for non-CPAs Yes No
Credentials Required No CPA (if less than 2 years) No No
Reference Required Yes Yes No Yes
Submit of Client Report Yes (1 report) No In lieu of case study No No

Yes or experience

Case Study No No alternative No No
Testing Requirements:

Proctored Exam Yes No Yes Yes Yes
Length of Proctored Exam 8 hours N/A 5 hours 6.5 hours 13.5 hours

Recertification Requirement

v

CPE in BV/Related Areas Yes Yes Yes No
100 credit hours every 5 years, minimum 60 Points/60 hour CPE Attest / renew annually,
Hours of CPE/Term USPAP CE requirement every 3 years report 60 hrs every 3 years N/A

Other Credential Features:
Requirement to Adhere to
BV Standards Yes Yes Yes No
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This slide summarizes the requirements for credentialling through the three primary, nationally recognized appraisal organizations, which include:

The American Society of Appraisers, or ASA (presented in the orange column)
The National Association of Certified Valuators and Analysts, or NACVA (presented in the blue column), and  
American Institute of Certified Public Accountants, or AICPA (presented in the green column)

Many appraisers also hold the Chartered Financial Analyst, or CFA designation issued by the CFA Institute (as presented in the purple column). While the CFA is not a specific valuation credential or valuation credentialing organization, it does lay the foundation for business valuation with a strong emphasis in finance. It should also be noted that the Certified Public Accountant (or CPA) designation is NOT an appraisal designation, yet many appraisers are in fact CPAs. CPAs and CFAs may be considered “Qualified Appraisers” if they meet the minimum education and experience requirements that we just reviewed, AND they regularly perform appraisals.

The American Society of Appraisers is a multi-discipline organization that provides credentialling in several appraisal areas with Business Valuation being the largest discipline. There are two credentials for business valuation, the Accredited Senior Appraiser (or ASA) and the Accredited Member (or AM) designation which has a 2-year valuation experience requirement. The AM is generally the designation that members have while they are in the process of meeting the experience requirement to qualify for and attain the ASA. 

NACVA offers the Certified Valuation Analyst (or CVA) designation, and the AICPA offers the Accredited in Business Valuation (or ABV) designation.

All of the designations require a 4-year college degree. With the exception of the CFA, all of the certifications require at least 2 years of business valuation experience, with the ASA designation requiring 5 years of valuation experience. The ASA and the CVA also require a professional reference and submission of a client report or case study. All of the designations require a proctored exam. The ASA, CVA and ABV all require continued professional education (or CPE) in valuation or related areas, and a requirement to adhere to Business Valuation Standards. If a professional has one of these designations, there may be an opportunity to exempt out of selected requirements to earn another of the designations. For example, if a professional is an ABV through the AICPA, and they want to attain the ASA designation, they are exempt from the exam requirements but must still meet the experience requirement and submit an ASA compliant report for review.   
 
If a qualified appraiser with an appropriate designation is hired to perform valuation services, your clients should be well on their way to satisfying the qualified appraisal requirements as many of these requirements are also required by the business valuation standards. However, it is incumbent on you as the estate advisor to push back on the appraiser if you think an area may be lacking.  We will discuss a recent court case where the appraiser did not meet the qualified appraiser requirements and as a result the client’s charitable contribution was disallowed.



WHAT: Adequate Disclosure

Adequate Disclosure
Source: Treasury Reg. §301.6501(c)-1

If adequate disclosure occurs:

The statute of limitations will apply and the nature of the transfer and the basis for the value
reported may not be examined by the IRS after the three years.

If a gift is not adequately disclosed in the calendar year in which the transfer occurs:

* The statute of limitations will not be in effect for transfer

* IRS can then audit the transfer at any time. This could result in additional tax and interest,
potential penalties, and even additional tax on later transfers as the gift tax computation
considers earlier gifts.
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And now we turn to the concept of Adequate Disclosure which is defined in the Treasury Regulations Section 301.6501(c)-1. From an estate planning perspective, an important consideration when filing a gift tax return is the adequate disclosure requirement because this impacts the 3-year Statute of Limitations. Generally, the IRS has three years from the filing of a gift tax return to examine the filing and assess an additional tax. 

However, the clock on this three-year statute of limitations will not begin to run if the value of the gifted property is not adequately disclosed on the gift tax return, leaving the client exposed to examination and penalties at any point in the future. There can also a be 20-40% accuracy-related penalty imposed on the portion of the underpayment if there is substantial understatement. However, the penalty will not be imposed if there was reasonable cause for underpayment and the taxpayer acted in good faith. 

Hiring a qualified appraiser and attaching a qualified appraisal would generally by considered “acting in good faith”.



Authority

Adequate Disclosure Requirements

WHAT: Adequate Disclosure

Prepared &

Treasury Reg.
§301.6501(c)-1(f)(2)(i)

Description of transferred property and any consideration received by
transferor

Submitted by

Tax Preparer

Treasury Reg.
§301.6501(c)-1(f)(2)(ii)

Identity of, and relationship between, transferor and tranferee(s)

Tax Preparer

Treasury Reg.
§301.6501(c)-1(f)(2)(iii)

If property is transferred in trust, trust's tax identification number and
either: (a) brief description of terms governing trust, or (b) copy of trust
instrument

Tax Preparer

Treasury Reg.
§301.6501(c)-1(f)(2)(v)

Statement describing any position taken contrary to proposed, temporary,
or final Treasury Regulations or revenue rulings published at time of
transfer.

Tax Preparer

Treasury Reg.
§301.6501(c)-1(f)(2)(iv)

Tax preparer makes the appropriate FMV disclosures (following slides )

Tax Preparer

OR

Treasury Reg.
§301.6501(c)-1(f)(3)

Tax preparer submits Appraisal (following slides )

Prepared by:
Qualified Appaiser

Submitted by:
Tax Preparer
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Because Adequate Disclosure is defined in the Treasury Regulations, there’s no avoiding going through selected paragraphs of the Regs in detail as we will in this and the next several slides. Each slide presents the authoritative source, the specific adequate disclosure requirement, and specifies if this information can be prepared and submitted by the tax preparer and/or a qualified appraiser.

As detailed in Section 6501(c), a transfer will be adequately disclosed on the return only if it is reported in a manner adequate to apprise the IRS of the nature of the gift and the basis for the value so reported. Transfers reported on a gift tax return will be considered adequately disclosed if the return (or statement attached to the return) provides the following information as detailed in paragraphs (f)(2) 1 through 3:

A description of the transferred property and any consideration received by the transferor
The identity of and relationship between the transferor and transferee; and
If transferred into a trust, the trust’s tax ID number and the terms of the trust or copy of the trust instrument

Paragraph (f)(2) 5 also states that the tax preparer must provide a statement describing any position taken that is contrary to the Treasury Regulations or revenue rulings published at the time of the transfer. Paragraphs 1-3 and 5 are requirements that will be prepared and submitted by the tax preparer.

Paragraphs (f)(2) 4 and (f)(3), focus on the appraisal element and the relevant requirements. As we will review on the next two slides, these two paragraphs detail the requirements to meet either an appraisal option (as presented in green) or, in lieu of an appraisal, the tax - preparer can submit detailed information describing the methods used to determine FMV (as presented in orange). 



WHAT: Adequate Disclosure

Adequate Disclosure Requirements

Detailed description of the method used to determine the fair market value of property transferred which
includes:

- Financial data (e.g., balance sheets with explanations of adjustments) utilized in determining value;

- Restrictions on transferred property considered in determining fair market value; and
Description of adjustments claimed in valuing transferred property (e.g., discounts for blockage, minority or
fractional interests, and lack of marketability).

If transferred property is an interest that is actively traded on an established exchange:
- Recitation of exchange where interest is listed;

Treas. Reg. - CUSIP number of security; and

§301.6501(c)-1(f)(2)(iv) | - Mean between highest and lowest quoted selling prices on valuation date.

If transferred property is an interest in entity that is not actively traded:
- Discounts claimed in valuing interests in entity or assets owned by entity;
- Net asset value of entity;
- Pro rata portion of entity transferred; and
- Fair market value of interest transferred as reported on return.

If the entity that is the subject of the transfer owns an interest in another non-actively traded entity (either
directly or through ownership of an entity), the information required in this paragraph (f)(2)(iv) must be
provided for each entity if the information is relevant and material in determining the value of the interest.
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Paragraph (f)(2)(iv) details the adequate disclosure requirements for a tax preparer submitting detailed information (or the detailed information option). The information includes:

financial data including balance sheets with explanations of adjustments utilized in determining value
restrictions on transferred property considered in determining FMV; and
descriptions of adjustments including discounts for blockage, control or marketability 

If the transferred property is an interest that is actively traded on an established exchange the tax preparer must provide descriptions of:
The Exchange where interest is listed
The CUSIP number of security; and
The Mean between the highest and lowest quoted selling prices on the valuation date

If the transferred property is an interest in an entity that is not actively traded, the tax preparer must provide descriptions of:
Discounts claimed
The net asset value of entity
The pro rata portion of the entity transferred; and
The FMV of the interest transferred as reported on the return

And if the entity holds interests in other non-actively traded  entities, the same information detailed in paragraph (f)(2)(iv) must be provided for those interests as well.

When valuing more liquid assets such as marketable securities, receivables or public equities, the option for the tax preparer to submit detailed information may easily suffice with a low level of risk.



WHAT: Adequate Disclosure

Authority Adequate Disclosure Requirements

Submission of Appraisals

(i) The Appraisal is prepared by an appraiser who satisfies all of the following requirements:

A. The appraiser is an individual who holds themselves out to public as appraiser or performs appraisals on a
reqular basis;

B. Based on the their qualifications, including their background, experience, education, and professional
C. The appraiser is not the donor or the donee of the property or a member of the family of the donor or done or
any person employed by the donor, the donee, or a member of the family of either.
(ii) The appraisal contains all of the following:
A. The date of the transfer, the date on which the transferred property was appraised, and the purpose of the
Treas. Reg. appraisal.
§301.6501(c)-1(f)(3) A description of the property.
A description of the appraisal process employed.
D. A description of the assumptions, hypothetical conditions, and any limiting conditions and restrictions on the
transferred property that affect the analyses ,opinions, and conclusions.
E. The information considered in determining the appraised value including all financial data used.

O W

F. The appraisal procedures followed, and the reasoning that supports the analyses, opinions, and conclusions.

G. The valuation method utilized, the rationale for the valuation method, and the procedure used in determining
the fair market value of the asset transferred.

H. The specific basis for the valuation, such as specific comparable sales or transactions, sales of similar
interests, asset-based approaches, merger-acquisition transactions, etc.
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Paragraph (f)(3) details the disclosure requirements for submission of an appraisal under the “appraisal option” (as opposed to the detailed information option that we just reviewed). The appraisal requirements in this paragraph are very similar to the guidance outlined in Treasury Reg 1.170(A)-17, including, requiring that the appraisal is prepared and signed by an individual who:�
A.  holds themselves out to the public as an appraiser or regularly performs appraisals
B.  is qualified to make appraisals based on education, experience and background; and
C.  is someone other than the donor, donee, family member or employee

The appraisal itself is required to provide the following information:�
A. The date of transfer, date of appraisal and purpose of the appraisal
B. Description of transferred property
C. Description of the appraisal process
D. Description of the assumptions, conditions and restrictions affecting the appraisal
E. All information considered in determining the appraised value
F. The procedures followed and underlying reasoning that supports the analysis, opinions and conclusions
G. The Valuation method used, and the rationale for the method and procedures used in determining the FMV of transferred property; and
H. Basis for valuation 

The easiest way to comply with these requirements is to hire a credentialed qualified appraiser that must adhere to Business Valuation Standards for reporting. 



Authority

Adequate Disclosure Requirements

WHAT: Adequate Disclosure

Prepared &

Treasury Reg.
§301.6501(c)-1(e)(2)(i)

Description of transaction, including description of transferred and
retained interests and method(s) used to value each

Submitted by

Qualified Appraiser
and/or Tax
Preparer

Treasury Reg.
§301.6501(c)-1(e)(2)(ii)

Identity of, and relationship among: (a) transferor, (b) transferee, (c) all
persons participating in transaction, and (d) all parties related to
transferor holding equity interest in any entity involved in transactions

Tax Preparer

Treasury Reg.
§301.6501(c)-1(e)(2)(iii)

Detailed description (including actuarial factors and discount rates used)
of the method used to determine amount of gift arising from transfer (or
taxable event), including, in the case of an equity interest is not actively
traded, the financial and other data used in determining value. Financial
data should generally include balance sheets, statements of net earnings,
operating results, and dividends paid for each of 5 years immediately
before valuation date.

Qualified Appraiser
and/or Tax
Preparer
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In addition to the requirements detailed in the prior slides, if the transfer is subject to the valuation rules of Chapter 14, Special Valuation Rules Sections 2701-2704 of the Internal Revenue Code, there are additional requirements that must be satisfied. These additional requirements detailed in Paragraphs (e)(2) 1-3 include the following:

Description of the transactions including the description of transferred and retained interests and the method or methods used to value each
Identity of, and relationship between the: (a) transferor, (b) transferee, (c) all persons participating in the transactions, and (d) all parties related to the transferor holding an equity interest in any entity involved in the transactions; and
A detailed description of the method used to determine the amount of the gift arising from the transfer (or taxable event) including, in the case of an equity interest that is not actively traded, a detailed description of the financial and other data used in determining value, generally including balance sheets, statements of net earnings, operating results, and dividends paid, for each of the 5 years immediately preceding the valuation date.

DO NOT READ: Chapter 14 of the IRC provides special valuation rules limiting taxpayers' ability to transfer appreciating property to family members while retaining some interest in or control over the property.



WHAT: Revenue Ruling 59-60

IRS Revenue Ruling 59-60

Valuing the stock of a Closely-Held Corporation

1.

The nature of the business and the history of the enterprise from its inception.

. The economic outlook in general and the condition and outlook of the specific industry in particular.

The book value of the stock and the financial condition of the business.

The earning capacity of the company.

. The dividend-paying capacity.

Whether or not the enterprise has goodwill or other intangible value.

. Sales of the stock and the size of the block of stock to be valued.

The market price of stocks of corporations engaged in the same or a similar line of business having their stocks actively
traded in a free and open market, either on an exchange or over-the-counter.

The value of the stock of a closely held investment or real estate holding company is closely related to the value of the assets underlying the

stock. For companies of this type the appraiser should determine the fair market values of the assets of the company. Adjusted net worth

should be accorded greater weight in valuing the stock of a closely held investment or real estate holding company, whether or not family
owned, than any of the other customary yardsticks of appraisal, such as earnings and dividend paying capacity.
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In addition to the Adequate Disclosure requirements for an appraisal included in IRC 6501(c), when valuing the stock of closely held corporations, or the stock of corporations where market quotations are not available, IRS Revenue Ruling 59-60 should also be considered.

This revenue ruling states that all available financial data, as well as all relevant factors affecting fair market value must be considered for estate tax and gift tax purposes. The following factors, although not all- inclusive are fundamental and require careful analysis in each case:

The nature of the business and the history of the enterprise from its inception.
The economic outlook in general and the condition and outlook of the specific industry in particular.
The book value of the stock and the financial condition of the business.

The earning capacity of the company.
The dividend-paying capacity.
Whether or not the enterprise has goodwill or other intangible value.

Sales of the stock and the size of the block of stock to be valued.
The market price of stocks of corporations engaged in the same or a similar line of business having their stocks actively traded in a free and open market, either on an exchange or over-the-counter.

The Revenue Ruling goes on to discuss the valuation of companies based on earnings vs. assets, as it relates to investment holding companies and real estate holding companies indicating that value should be based on the FMV of the underlying assets.



WHEN: Hiring a Qualified Appraiser

An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

More Liquid & FMV Prices

. . Potential Sources for FMV Indications Potential Issues with FMV Indications
are More Readily Available S

Cash and equivalents Account statements None

Account statements

PULDITE EEMITES Public Databases (e.g. public search None

engine, Bloomberg, S&P Capital 1Q)

Account statements
Secured third-party loans and Amortization schedules May not reflect the actual FMV due to current
receivables interest rate environment

Cash-out value prepared by the
borrower or lender
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Now that we have reviewed the relevant Treasury Regulations (and give yourself a pat on the back if you’re still awake and alert after those several slides), we will look at a few examples of selected assets that may be owned by an estate or included on the balance sheet of a holding company, that need to be valued for tax purposes. 

On this slide and the next several slides, we present three columns: in the first column we include the specific asset, in the second we list potential sources for value indications, and in the third column we identify potential issue if the tax preparer relies on these sources for value. 

This slide, presented in part in green, correlates to the adequate disclosure option in paragraph (f)(3) for the tax preparer to provide detailed information to support the FMV indication, because these assets are more liquid with FMV prices that are more readily available and therefore likely have less risk of audit exposure. 

The assets include (but are not limited to), cash and equivalents, public equities or investments, and third-party loans and receivables. 

Potential sources for FMV indications vary by asset, but may include account statements, public databases, amortization schedules and cash-out values prepared by the borrower or lender, as detailed on this slide. Most of these FMV indications are straightforward and reliable and can be provided as of the Valuation Date or very close to it, with few, if any, potential issues.



@ WHEN: Hiring a Qualified Appraiser

An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

Less Liquid & FMV Prices

. . Potential Sources for Value Indications Potential Issues with Value Indications*®
are Less Readily Available

Letter-of-intent

Not a qualified appraisal
Buy-sell agreement formula L i

A formula clause in an agreement may not reflect current

Transaction of similar interests amongst owners .
market pricing

Ownership in private entities . .
Industry "Rule of Thumb May not consider current economic, industry and company

Management's internal calculation specific factors impacting value

Another valuation report may state it cannot be used for

Appraisal performed for a different purpose
i 2 el any other purpose

Real estate Recent Sales Not a qualified appraisal
(Wholly owned and tenancy in Reliance on algorithms vs. property fundamentals
SO Public Databases (e.g. Zillow, Redfin,CoStar, etc.) Market approach usually relied upon (without consideration

of income approach)

Royalty valuation rules-of-thumb

Mineral interests Letter-of-intent Not a qualified appraisal

Executive management provided values

*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues
listed.
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The next group of assets (presented on this slide and the following slide) include ownership in private entities, real estate, mineral interests, ownership in private funds, related party loans and unique assets such as art, collectibles, vehicles and equipment. These assets are considered less liquid, with FMV prices that are less readily available. As inferred by the orange highlighting that correlates to the relevant Tax Reg slide, we suggest that the tax preparer should consider a qualified appraisal as detailed in paragraph (f)(2)(4) of Section 6501(c) outlining the requirements of submitting an appraisal.

For the first asset listed, ownership interests in private entities, potential sources of value indications may include an LOI, buy-sell agreement formula, a prior transaction in the company’s stock, an industry “Rule of Thumb” multiple, management’s internal calculation of value or an outdated appraisal valuing an interest in the company’s equity. Issues with these potential value indications are, MOST IMPORTANTALY, they are not qualified appraisals, many of these sources do not consider economic and industry conditions, current market pricing, the company’s risk profile, or the control and marketability characteristics of the subject interest, which are all important factors that impact value. An outdated valuation, which may have been considered a qualified appraisal, may not be relevant for the current interest, purpose or valuation date, in consideration of the adequate disclosure requirements. 

For real estate assets, value indications may be based on recent sales or selling prices listed in public databases such as Zillow and redfin. However, these are not qualified appraisals and do not consider the specifics of each real estate asset, and typically are based on comparable sales only without consideration of value based on the asset’s income generating potential. 

Mineral interest values may be based on royalty rate rules of thumb, an LOI or management estimates which of course are not qualified appraisals and may not appropriately consider the characteristics of the subject interests at the date of the valuation.



WHEN: Hiring a Qualified Appraiser

An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

Less Liquid & FMV Prices

. . Potential Sources for Value Indications Potential Issues with Value Indications*®
are Less Readily Available -

K-1s Not a qualified appraisal

Ownership in private funds
(e.g. private equity, venture
capital, private real estate
funds, etc.)

Statement dates and valuation date could be months
apart

Other investment reports generated by the
fund for investors (e.g. adjusted balance

sheets, estimated property values, etc.) May not reflect equity "waterfall" structure

Fund prepared capital account statements

Account statements Not a qualified appraisal
Related-party loans

May not reflect the terms of the loans (e.g., default
(assets and/or liabilities)

interest rates, overdue, etc.)
Executive management's internal calculation gyt of market rates

Amortization schedules

Recent Sales Not a qualified appraisal
Art, collectibles, vehicles, and Auction websites May reflect a specific buyer price and not a market price
equipment (e.g. sentimental value vs. market value, needed to

Appraisal blogs ,
complete a collection, etc.)

*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential
issues listed.
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For ownership interests in private funds such as private equity or venture capital funds, potential sources of value indications may be K-1s, investment reports or other statements prepared by the fund. These sources do NOT meet the requirements of a qualified appraisal and may not reflect the equity waterfall capital structure of the funds. As the complexity of the capital structure increases, so will the complexity of the valuation of selected equity interests.

Related party loans, whether listed as an asset or a liability, should also be carefully considered beyond the values provided in accounts statements, amortization schedules or management’s internal calculations. These values may not consider the terms of the loan or market rates and would not be considered qualified appraisals.

And finally, many holding companies or estates may own unique assets such as art, collectibles, vintage vehicles or equipment. While some of these values can reasonably be determined based on recent sales, or auction websites, depending on the perceived value, some may require a qualified appraisal that adequately considers market pricing.

The list of less liquid assets presented here is not meant to be a comprehensive list. And while I am not suggesting that all of these less liquid assets require a qualified appraisal, I do suggest that hiring a qualified appraiser to value the assets should be considered dependent on the facts and circumstances of each case. Certainly, the materiality of the asset to the overall company or estate plays a role along with fee and timing constraints. 

Some questions that may help the tax preparer to decide on whether their client’s holdings require a qualified appraisal include the following:

Does the estate have any illiquid assets or liabilities which may have a material impact on its taxable value? 
Is the estate on the threshold of being taxable and therefore is highly dependent on the value of the illiquid assets? 
Is there a perceived high degree of risk in either undervaluing or overvaluing the assets based on the purpose of the valuation?  
Are there significant potential tax savings to the client? For example if discounts are applied is there a material difference in the discounted value vs. the pro-rata value and how is that discounted value supported?
In the case of a particular Holding Co which qualifies in any of the above, is a significant portion of the equity comprised of one or two illiquid holdings, for example 50% or greater of the Holding Co’s assets? 

Again, it is incumbent on professional advisors to make sure that our clients consider not on the costs of getting a qualified appraisal, but the risk of not getting a qualified appraisal for some of these less liquid assets.


Recent Court Cases


Presenter Notes
Presentation Notes
Next we will review two recent court cases, the Estate of Scott Hoensheid v. Commissioner and Ronald Schlapfer v. Commissioner that deal directly with the issues of qualified appraisal and qualified appraiser and adequate disclosure and the statute of limitations, that we just reviewed. We will also review the Estate of Cecil v. Commissioner and the resulting implications when valuing a  non-controlling interest in the valuation of an asset intensive operating company. 

Please note, that as I am not an attorney or in any way qualified to provide legal advice, the purpose of reviewing these next few cases is simply to inform you of selected details of each case particularly in light of what we just reviewed, the issues considered and how the courts ruled.



Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

 Estate reported S40 million in gross assets but only $S30 million in taxable assets.

e Tax court’s ruling could impact future assignments of business income

* Taxpayer gifts an asset of stock to a charitable organization before the asset is sold to a third
party, the taxpayer effectively gets two benefits:

1. a deduction for the asset’s fair market value; and
2. the avoidance of capital gains on that asset.

 What is the line or threshold of when the taxpayer who intends to get the benefit of avoiding
that gain, has already received the right to that taxable income?



Presenter Notes
Presentation Notes
In March 2023 the court ruled on the Estate of Scott Hoensheid v. Comm’r, which involved a dispute over the valuation of Mr. Hoensheid’s assets for estate tax purposes. Mr. Hoensheid died in 2019 and his estate filed a Form 706 with the IRS, reporting $40 million in gross assets and $30 million in taxable assets. The IRS determined that the value of Hoensheid’s assets was understated by $10 million and assessed a deficiency of $3 million against the estate. 

Based on precedent set in a court ruling that dates back to the 1960s, a taxpayer is allowed to gift an asset, before it is ultimately sold to a third party, to a charitable organization effectively getting two benefits, a deduction for the asset’s gifted value, subject to certain exceptions that could limit that deduction, as well as avoidance of capital gains on that particular asset. It is not uncommon for a taxpayer to take advantage of those double benefits, to get a fair market value deduction, while also to avoid capital gains on that income.

This precedent was set in the case of Humacid Co. v. Commissioner. Since that case, taxpayers and advisors have generally advised clients that capital gains can be avoided if the gift of the appreciated property is given away absolutely with a full divestment of title to the asset and it’s done before the property gives rise to income as a result of the sale. The question addressed in this case then, is what is the line or the threshold for when the taxpayer who intends to get the benefit of avoiding that gain, has already received the right to that taxable income?




Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

At Issue:

1. Whether the Petitioner made a valid contribution of the shares of Commercial Steel Treating
Corp (CSTC) stock;

2. Whether the Petitioners had unreported capital gain income due to their right to proceeds
from the sale of those shares becoming fixed before the gift;

3. Whether petitioners are entitled to a charitable contribution deduction; and

4. Whether Petitioners are liable for an accuracy-related penalty under Section 6662(a) with
respect to underpayment of tax
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Before going through a few more details, let’s highlight the 4 questions at issues in the case:�
Whether the petitioner made a valid contribution of the shares of Commercial Steel Treating Corp (CSTC) stock to a donor advised fund;
Whether the Petitioners had unreported capital gain income due to their right to proceeds from the sale of those shares becoming fixed before the gift;
Whether petitioners are entitled to a charitable contribution deduction; and
Whether Petitioners are liable for an accuracy-related penalty under Section 6662(a) with respect to underpayment of tax. 




Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

* Private company Commercial Steel Treating Corp. (CSTC) owned by three Hoensheid brothers

Scott Hoensheid determined to make a charitable contribution for part of his CSTC stock

* Estate planning attorney advised on timing of gift as it related to the timing of the transaction

* Estate planning attorney contacted transaction advisor (and a nationally recognized appraisal firm)
about preparing an appraisal of the CSTC to be contributed to the donor advised fund

* The charitable gift and sale transaction were completed within questionable timing of each other
(June 2015 / July 2015)

 The CWA, Form 8283 and qualified appraisal were all submitted on time (requirements for Non-
Cash Charitable Contribution).
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Back to the details….

CSTC stock was owned equally by 3 Hoensheid brothers. In mid 2015, when Scott Hoensheid wanted to retire, the 3 brothers collectively decided to sell the Company, engaging a transaction advisor to sell the company. Contemporaneous with the potential sale, Scott Hoensheid explored making a presale charitable contribution for part of his CSTC stock which he discussed with his estate planning attorney. She indicated that the transaction had to take place prior to a definitive agreement in order for the tax benefit to be effective. 

The attorney contacted the transaction advisor about the possibility of providing qualified appraisal services for the contributed stock. It should be noted that she also received a quote for an appraisal of the stock from a nationally recognized valuation firm. However, the court record indicates that the petitioner declined to engage the nationally recognized valuation firm because he would have to pay an additional fee for the appraisal, while the transaction advisor offered to do it for “free”, or rather, not to charge a separate fee beyond the overall transaction fee earned on the sale of the Company. 

The donor-advised fund confirmed receipt of the CSTC stock in mid June 2015. The transaction closed in July 2015. The estate planning attorney prepared the 2015 tax return and filed it on time, claiming a noncash charitable contribution of $3.28 million, and included the three documents required for a Non-Cash Charitable Contribution, which include a CWA, Form 8283, and a qualified appraisal.



Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

At Issue - Court Rulings:

1. Valid contribution of the shares of CSTC stock — YES Petitioner made an effective gift of CSTC
stock as of July 13, 2015 (transaction closed on July 15, 2015)

2. Unreported capital gain income due to their right to proceeds from the sale of the CSTC stock
becoming fixed before the gift — YES Petitioners recognized gain on the sale of the 1,380
appreciated shares of CSTC stock (anticipatory assignment of income)

3. Entitled to a charitable contribution deduction — NO Petitioners failed to establish substantial
compliance and Petitioners did not have reasonable cause for their failure to procure a
qualified appraisal and the charitable contribution deduction was disallowed

4. Liable for an accuracy-related penalty with respect to underpayment of tax — NO Petitioners
are not liable for 6662(a) penalty
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Referring back to the 4 primary issues considered by the Court:

On the first and last issues (1 and 4), the court ruled that a valid gift of CSTC stock was made on July 13, 2015, and that no additional accuracy-related penalty would be assessed with respect to underpayment of the tax. 

On the second issue the court ruled that the Petitioner had an anticipatory assignment of income and was required to recognize the capital gain on the shares of the CSTC stock.

On the third issue and as it relates directly to what we are discussing this morning, the petitioner was denied the charitable contribution deduction because the court determined that the transaction advisor did not meet the qualifications of a qualified appraiser. 


Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

Court Ruling: Petitioner required to recognize gain on sale of stock

Anticipatory Assignment of Income
1. Was there a legal obligation to sell the stock at the time the charitable
contribution gift was made?

2. What actions had been taken by the parties to effectuate the transaction?

3. What remaining transactional contingencies existed?

4. What was the status of the formalities required to complete the transaction?
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Back to the second issue: The court reviewed several factors in determining whether the Petitioner was required to recognize the gain of the sale of the CSTC stock. 

First, was there a legal obligation to sell the stock at the time the contribution gift was made. They determined that NO, there was not yet a legal obligation to sell, which is in the petitioner’s favor.

Second, the court then looked at what actions had been taken by the parties to effectuate the transaction – the buyers and sellers had already received the regulatory approvals and corporate requirements for the transaction to occur and had notified third parties of the transaction. In addition, CSTC had distributed substantially all of its cash before the sale so that it could not have continued to do business without more cash being infused (which the Company anticipated as a result of the sale).

Third the court looked at the remaining transactional contingencies and determined that by the time the gift was made, only one non-substantive item was still being negotiated.

And finally, the court looked at the status of the formalities required to complete the transaction and determined that it was a foregone conclusion that the company was going to sell based on the facts that:
regulatory and corporate approvals were obtained, 
acquisition subsidiaries were formed, 
distributions  were made, and 
payments of change in control bonuses were paid to employees.    

Based on consideration of these factors, the court determined that at the time the stock was contributed to the donor advised fund, there was an anticipatory assignment of income and therefore the estate had to recognize the capital gain of the sale of the CSTC stock.


Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

Court Ruling: Petitioner did not meet the qualified appraisal and qualified appraiser
requirements

Substantive Compliance Requirement Deficiencies:

1. Failure to meet the definition of a “Qualified Appraiser”;

2. Failure to sufficiently describe the appraiser’s qualification and valuation experience; and
3. Failure to state the correct date of contribution.

Reasonable Cause (for noncompliance):

1. Petitioner did not verify appraiser qualifications and did not pay a fee for the appraisal;
and

2. Petitioner’s reliance on counsel for the incorrect date of the appraisal was deemed to be
skeptical given his close involvement in the contribution and the transaction.
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In spite of the anticipatory assignment of income, the gift was ruled to be a valid gift and the estate may still have qualified for a charitable contribution deduction. 

Guidance on Noncash Charitable Contributions over $5,000 can be found in IRS Publication 561, Determining the Value of Donated Property. 

According to Publication 561, there are 3 types of documents that are generally required to substantiate a taxpayer’s noncash charitable contribution over $5,000 . These include:
A Contemporaneous Written Acknowledgement (or CWA)
IRS Form 8283, Noncash Charitable Contributions; and
A “qualified appraisal” completed by a “qualified appraiser”

In this case, although the attorney submitted all three required documents, the tax court ruled that the requirements of a qualified appraisal were not met. 

The IRS argued that the petitioner’s appraisal was deficient with respect to several key substantive compliance requirements:

First, the transaction advisor’s status as an appraiser (deemed the most important requirement) was not met because he performed valuations infrequently, he did not hold himself out as an appraiser professionally, and he had no professional appraisal designation or certification.

Second, the appraisal itself failed to sufficiently describe the appraiser’s relevant qualifications and valuation experience. The failure to include the description of such experience in the appraisal was a substantive defect.

And finally, the petitioners’ reported date of contribution was determined to be incorrect with a significant  event occurring in the month between the reported date and the actual contribution date.

The court went on to establish that the Taxpayers did not have reasonable cause for their failure to procure a qualified appraisal. Taxpayers who fail to comply with the qualified appraisal requirements may still be entitled to charitable contribution deductions if they show that their noncompliance is “due to reasonable cause and not to willful neglect.” 

To show reasonable cause due to reliance on a professional adviser, it is generally required that a taxpayer show (1) that their adviser (in this case the appraiser) was a competent professional with sufficient expertise to justify reliance; (2) that the taxpayer provided the adviser the necessary and accurate information; and (3) that the taxpayer actually relied in good faith on the adviser’s judgment. 

The IRS made the argument that the petitioner could not show reasonable cause for their noncompliance because:

First, the petitioner hired the appraiser without verifying that he was sufficiently qualified, charging that the petitioner was motivated by the fact that the appraiser would not charge an additional fee (above the fee earned in the transaction) for the valuation work.
And second, the petitioner’s close involvement in the charitable contribution and the transaction, led the IRS to cast a skeptical eye to his claim that he relied in good faith on counsel as to the appraisal’s incorrect date of contribution (June 2015). Transactional documents, email and other information strongly suggested that petitioner knew or at least should have known that the shares were not contributed to the charity on the stated (incorrect) valuation date. 



Recent Court Cases

Estate of Scott M. Hoensheid v. Commissioner
T.C. Memo 2023-34

Major Takeaways from Scott M. Hoensheid v. Commissioner:

* Timing is everything - anticipatory assignment of income doctrine
applied

* Check the qualifications of your “Qualified Appraiser” —you get
what you pay for (or in this case, don’t pay for)
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The major takeaways then from the Hoensheid case are:

Timing is everything – carefully consider the line or the threshold for when the taxpayer who intends to get the benefit of avoiding a capital gain, has already received the right to that taxable income, and 

Second, to carefully consider the requirements outlined in Treasury Reg Section 1.170A-17 when engaging a qualified appraiser to perform a qualified appraisal. Don’t assume that anyone holding themselves out as a qualified appraiser willing to perform an appraisal, meets the Treasury Reg requirements of a qualified appraiser.

If not, as in the case with Mr. Hoensheid, the taxpayer is at risk of losing both his or her ability to avoid the capital gain on the gifted stock AND their ability to take a tax deduction on the charitable contribution.


Recent Court Cases

Ronald Schlapfer v. Commissioner
T.C. Memo 2023-65

Schlapfer Details:

* Ronald Schlapfer was born in Switzerland and worked as a banker in the US and Switzerland.

* In 2006, Mr. Schlapfer bought a Swiss life insurance policy and funded it with cash and stock in a
corporation that he owned. He assigned ownership of the policy to his mother, his aunt and his
uncle, but the policy was issued with his name as the policy holder. This was corrected in 2007 and
Mr. Schlapfer became a US citizen in 2008.

* In 2013, Mr. Schlapfer participated in the Offshore Voluntary Disclosure Program (OVDP) and
included with his submission were tax returns, a 2006 gift tax return reporting the transfer of the
stock in the corporation that he owned to his mother, aunt and uncle and a Form 5471 which
reported a material amount of information on the corporation that he used to fund the insurance

policy.
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The next case we will discuss is Ronald Schlapfer v. Commissioner. In this case, ruled on in May 2023, the Tax Court addressed adequate disclosure (and the statute of limitations) for gift tax purposes.  

Among other issues, the Schlapfer case deals with whether the taxpayer‘s gift tax filing met the adequate disclosure requirement to start the statute of limitations.  

Prior to Schlapfer, the IRS has taken a very strict view on what constitutes adequate disclosure. For example, a 2015 IRS Legal Advice Memorandum determined that a gift of two partnership interests in two FLPs, which were based on appraisals performed by a certified appraiser, were not adequately disclosed, in part, because the full legal names of the Partnerships were not included, and the EIN of one of the Partnerships was missing a digit.

The details of this case are fairly long and for our purposes we will not attempt to construct a detailed timeline of events but rather highlight just a few of the relevant events.

Mr. Schlapfer was born in Switzerland, and he worked as a banker in the US and in Switzerland at various times.  In 2006 Mr. Schlapfer bought a Swiss life insurance policy and he funded it with cash and stock in a corporation that he owned. Ownership of the policy was assigned to his mother, his aunt and his uncle. However, the policy was issued with Mr. Schlapfer erroneously listed as the policyholder and this was not corrected until 2007. Then in 2008 he became a US citizen.

In 2013, Mr. Schlapfer participated in the Offshore Voluntary Disclosure Program (OVDP) because he had not filed income tax returns for years 2004 through 2009. The OVDP was a voluntary disclosure program that used to allow US taxpayers to come into compliance with US tax law by disclosing previously undisclosed foreign financial accounts. The OVDP was designed to be a more lenient alternative to criminal prosecution for taxpayers who had failed to report their foreign financial accounts.

As part of the 2013 OVDP packet of information, he included his 2004 through 2009 income tax returns, a gift tax return from 2006 in which he reported a gift of stock in his privately-held company, to his mother, his aunt and his uncle, as well as other information. 

In 2014, the IRS began questioning the 2006 gift tax return and asked Mr. Schlapfer to document the gift of Company stock to which he promptly responded sending them everything that they asked for.



Recent Court Cases

Ronald Schlapfer v. Commissioner
T.C. Memo 2023-65

Schlapfer Details (continued):

* In 2016 the IRS selected the 2006 for examination regarding the gift of stock concluding that no gift
was made in that year because the policy owner was not correctly identified, but that the gift was
instead made in 2007 (for which no gift tax return was filed). In 2019 the IRS issued a deficiency for
2007, saying that Mr. Schlapfer owed over $4 million in gift tax.

* The petitioner argued that the notice of deficiency was issued beyond the statute of limitations
because his 2006 gift tax return included the balance sheet of EMG, and along with the information
included in the OVPD, this constituted adequate disclosure.

* The tax court found that there was substantial compliance and adequate disclosure and concluded
that the S4 million deficiency was time barred due to the statute of limitations.
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In 2016, the IRS opened an examination of the 2006 gift tax return. The taxpayer agreed to extend the statute of limitations by one year. Ultimately the IRS wrapped up its examination of the 2006 gift tax return concluded that there was no gift made in that year because the policyholder was incorrectly named which wasn’t corrected until 2007, which is the year that the IRS concluded that the gift was actually made.

In 2019, the IRS issued a deficiency for 2007, saying that Mr. Schlapfer owed over $4 million in gift tax. 

The taxpayer filed a petition with the Tax Court arguing that the notice of deficiency was issued beyond the statute of limitations, but the IRS argued that the taxpayer had failed to satisfy the adequate disclosure requirements in the regulations so the statute of limitations had not started.  

So the issue was 
Was there adequate disclosure of the gift, which would mean the IRS couldn’t maintain a deficiency for 2007, or
Were there so many defects that the gift wasn’t adequately disclosed and the IRS could go ahead and assess the gift tax?

The Tax Court held that while the taxpayer may not have strictly complied with all the requirements in the regulations, he substantially complied by providing sufficient information to apprise the IRS of the nature of the transaction. Therefore, because the taxpayer had adequately disclosed the gifts on his 2006 gift tax return, the period of limitation to assess the gift tax started when the return was filed in 2013. The IRS was barred from assessing gift tax because it issued the $4 million notice of deficiency in 2019, more than three years after the filing.



Recent Court Cases

Ronald Schlapfer v. Commissioner
T.C. Memo 2023-65

Major Takeaway from Ronald Schlapfer v. Commissioner:

* Not a great example of meeting the adequate disclosure requirements

 May come in handy if client is in a dispute over strict compliance with
adequate disclosure requirements



Presenter Notes
Presentation Notes
The major takeaway from the Schlapfer case is the surprising leniency on the adequate disclosure requirements as compared to prior tax court cases as Mr. Schlapfer had several major flaws in meeting the requirements. Some of the discrepancies were that:

Mr. Schlapfer said that he transferred an interest in his company when he actually transferred a life insurance policy. 
It was unclear whether the gift was made in 2006 or 2007. 
The recipient of the gift was not clearly identified, in one place listing his mother and, in another place, listing his mother, aunt and uncle. 
And finally, the description of the method to value the gift was embedded in other information as opposed to being clearly detailed and supported. 

Despite these discrepancies, the tax court found that there was substantial compliance and adequate disclosure and concluded that the deficiency for 2007 was time barred as a result of the statute of limitations.
And while this may not provide a lot of guidance on how best to comply with the adequate disclosure requirements that we reviewed in detail, research on this case indicates that it may provide a strong tax court opinion if your client is in a dispute with the IRS over strict compliance with the adequate disclosure regulations and whether or not the statute of limitations has run its course eliminating the IRS’s ability to examine the gift.

IF TIME IS RUNNING OUT: We have one last court case to review but I’m nearing the end of my time, so I will just skip to the Major Takeaways from this court ruling…

IF OUT OF TIME: I have used up my time, but you can review the last court ruling and major takeaways in Cecil v. Commissioner, in your handout materials.  


Estate of Cecil v.

~ [T.C. Memo 2023-34

Commissioner

Recent Court Cases

The Biltmore Estate constructed in
the late 1800s in Asheville, North
Carolina.

Entertainment, hotel and retail
business in and around the mansion
and 8,000 acre property.

In 2010, net book value was about
S20 million, as reported. After
adjusting for the market values of the

assets, net assets value was about
S150 million.

30
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The final case that we will discuss is the Estate of Cecil v. Commissioner which was a significant win for taxpayers.

The Biltmore Company owns the world-renowned French Renaissance chateau known as the “Biltmore House” constructed in the late 1800s in Asheville, North Carolina. 

TBC currently uses the property to operate an entertainment, hotel and retail business in and around the mansion and the 8,000-acre underlying property. In 2010, the year that the gifts of stock that are at the center of this case were made, TBC operated at least 17 lines of business and employed over 1,800 full and part-time employees. Revenue sources include Biltmore mansion admissions, retail sales, restaurants, tours, trail rides, fly fishing, river rafting, timber operations and farming.

Assets included land, real estate, Fine Art, Antiques and Trademarks. The book value of the Company’s assets in 2010 was $53.6 million. With $33.3 million in liabilities, the Company’s net book value was about $20 million. However, after adjusting assets to their market values, the net asset value was estimated at just under $150 million or about 7 and half times book value.

With the exception of 2008, TBC has realized an operating profit every year since 1995.



Exam History

		706s



				Statistics on Estates

				Year		Tax Collected ($billions)		706s Filed		706s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   14.1		33,719		3,250		11.6%		$   3,300		M		9.6%

				2014		$   17.6		35,619		2,850		8.5%		$   775		M		8.0%

				2015		$   18.0		36,130		2,770		7.8%		$   428		M		7.7%

				2016		$   19.9		35,042		3,187		8.8%		$   790		M		9.1%

				2017		$   21.8		33,690		2,876		8.2%		$   799		M		8.5%

				2018		$   22.7		32,847		2,898		8.6%		$   1,500		B		8.8%

				2019		$   16.0		25,742		2,282		6.9%		$   483		M		8.9%

				2020		$   17.1		15,023		1,454		5.6%		$   384		M		9.7%

				2021		$   23.4		28,473		1,635		10.9%		$   1,300		B		5.7%

				2022		$   28.9		27,088		1,398		4.9%		$   1,800		B		5.2%



				2013 – 2022 IRS Data Book, Tables 1, 2, 9a, 17b, 18

				* For years 2013 - 2018 , Data Book reports data on “returns examined” in Table 9a and calculates % examined as 709s examined divided by 709s filed in prior year, Data Book explains examination activity generally was for returns filed in prior year. For 2019, data reported in table 17b changed to “examinations closed”, with %









				Statistics on Gifts

				Year		Tax Collected ($billions)		709s Filed		709s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   5.8		371,747				1.1%		$   1,200		B		0.0%

				2014		$   2.6		267,600				0.8%		$   1,300		B		0.0%

				2015		$   2.1		238,324				0.9%		$   286		M		0.0%

				2016		$   2.5		249,302				0.8%		$   303		M		0.0%

				2017		$   1.9		242,426				0.8%		$   440		M		0.0%

				2018		$   1.2		244,570				0.9%		$   465		M		0.0%

				2019		$   1.6		239,618				0.8%		$   301		M		0.0%

				2020		$   1.1		158,095				0.5%		$   272		M		0.0%

				2021		$   4.6		282,054				0.8%		$   477		M		0.0%

				2022		$   4.4		270,142				0.3%		$   762		M		0.0%

				Year		Tax Collected ($billions)						% of Returns Examined				Recommended Additional Tax After Exam ($millions)

						706s		709s				706s		709s		706s		709s

				2013		$   14.1		$   5.8				11.6%		1.1%		$   3,300		$   1,200

				2014		$   17.6		$   2.6				8.5%		0.8%		$   775		$   1,300

				2015		$   18.0		$   2.1				7.8%		0.9%		$   428		$   286

				2016		$   19.9		$   2.5				8.8%		0.8%		$   790		$   303

				2017		$   21.8		$   1.9				8.2%		0.8%		$   799		$   440

				2018		$   22.7		$   1.2				8.6%		0.9%		$   1,500		$   465

				2019		$   16.0		$   1.6				6.9%		0.8%		$   483		$   301

				2020		$   17.1		$   1.1				5.6%		0.5%		$   384		$   272

				2021		$   23.4		$   4.6				10.9%		0.8%		$   1,300		$   477

				2022		$   28.9		$   4.4				4.9%		0.3%		$   1,800		$   762





Designations



						              Appraisal Designations

				Organization		American Society of Appraisers (ASA)				National Association of Certified Valuators and Analysts (NACVA)		American Institute of Certified Public Accountants (AICPA)				CFA Institute

				Credential Name		Accredited Senior Appraiser (ASA)		Accredited Member (AM)		Certified Valuation Analyst     (CVA)		Accredited in Business Valuation (ABV)				Chartered Financial Analyst (CFA)

				Year Credential Instituted		1981				1991		1997				1963

				Prerequisite Requirements for Certification:

				Education		Four-year college degree / equivalent				College degree		College degree				Bachelor degree / equivalent

				Experience in Business Valuation		5 years		2 years		2 years for non-CPAs		Yes				No

				Credentials Required		No				CPA (if less than 2 years)		No				No

				Reference Required		Yes				Yes		No				Yes

				Submit of Client Report		Yes (1 report)		No		In lieu of case study		No				No

				Case Study		No		No		Yes or experience alternative		No				No

				Testing Requirements:

				Proctored Exam		Yes		No		Yes		Yes				Yes

				Length of Proctored Exam		8 hours		N/A		5 hours		6.5 hours				13.5 hours

				Recertification Requirements:

				CPE in BV/Related Areas		Yes				Yes		Yes				No

				Hours of CPE/Term		100 credit hours every 5 years, minimum USPAP CE				60 Points/60 hour CPE requirement every 3 years		Attest / renew annually, report 60 hrs every 3 years				N/A

				Continuing Experience		No				No		No				No

				Other Credential Features:

				Requirement to Adhere to BV Standards		Yes				Yes		Yes				No





QA and AD titles

				Qualified Appraisal and Qualified Appraiser

				Source: Treasury Reg. §1.170A-17

				Adequate Disclosure

				Source: Treasury Reg. §301.6501(c)-1

				IRS Revenue Ruling 59-60

				Valuing the stock of a Closely-Held Corporation

				Quick Reference

				IRS Publications, Treasury Regulations and Revenue Rulings 						Potentially remove

				Estate of Scott M. Hoensheid v. Commissioner

				T.C. Memo 2023-34						Remove docket #s

				Ronald Schlapfer v. Commissioner

				T.C. Memo 2023-65

				Estate of Cecil v. Commissioner

				T.C. Memo 2023-34





Adequate Disclosure (f)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg.		Description of transferred property and any consideration received by transferor						Tax Preparer

						§301.6501(c)-1(f)(2)(i)

						Treasury Reg.		Identity of, and relationship between, transferor and tranferee(s)						Tax Preparer

						§301.6501(c)-1(f)(2)(ii)

						Treasury Reg.		If property is transferred in trust, trust's tax identification number and either: (a) brief description of terms governing trust, or (b) copy of trust instrument						Tax Preparer

						§301.6501(c)-1(f)(2)(iii)



						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.						Tax Preparer

						§301.6501(c)-1(f)(2)(v)



						Treasury Reg.		Tax preparer makes the appropriate FMV disclosures (following slides)
						Tax Preparer

						§301.6501(c)-1(f)(2)(iv)

								                                     OR

						Treasury Reg.		Tax preparer submits Appraisal (following slides)
						Prepared by: Qualified Appaiser  Submitted by:    Tax Preparer

						§301.6501(c)-1(f)(3)(iv)







Adequate Disclosure (f)(2)(vi)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(2)(iv)		Detailed description of the method used to determine the fair market value of property transferred which includes:

								-		Financial data (e.g., balance sheets with explanations of adjustments) utilized in determining value;

								-		Restrictions on transferred property considered in determining fair market value; and

								-		Description of adjustments claimed in valuing transferred property (e.g., discounts for blockage, minority or fractional interests, and lack of marketability).

								If transferred property is an interest that is actively traded on an established exchange:

								-		Recitation of exchange where interest is listed;

								-		CUSIP number of security; and

								-		Mean between highest and lowest quoted selling prices on valuation date.

								If transferred property is an interest in entity that is not actively traded:

								-		Discounts claimed in valuing interests in entity or assets owned by entity;

								-		Net asset value of entity;

								-		Pro rata portion of entity transferred; and           

								-		Fair market value of interest transferred as reported on return.

								If the entity that is the subject of the transfer owns an interest in another non-actively traded entity (either directly or through ownership of an entity), the information required in this paragraph (f)(2)(iv) must be provided for each entity if the information is relevant and material in determining the value of the interest. 





Adequate Disclosure (f)(3)(iv)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(3)(iv)		Submission of Appraisals 

								(i) The Appraisal is prepared by an appraiser who satisfies all of the following requirements:

								A.		The appraiser is an individual who holds themselves out to public as appraiser or performs appraisals on a regular basis;

								B.		Based on the their qualifications, including their background, experience, education, and professional appraisal association memberships The appraiser is qualified to make appraisals of the type of property being value

								C.		The appraiser is not the donor or the donee of the property or a member of the family of the donor or done or any person employed by the donor, the donee, or a member of the family of either.

								(ii) The appraisal contains all of the following:

								A.		The date of the transfer, the date on which the transferred property was appraised, and the purpose of the appraisal.

								B.		A description of the property.

								C.		A description of the appraisal process employed.

								D.		A description of the assumptions, hypothetical conditions, and any limiting conditions and restrictions on the transferred property that affect the analyses ,opinions, and conclusions.

								E.		The information considered in determining the appraised value including all financial data used. 

								F.		The appraisal procedures followed, and the reasoning that supports the analyses, opinions, and conclusions. 

								G.		The valuation method utilized, the rationale for the valuation method, and the procedure used in determining the fair market value of the asset transferred.

								H.		The specific basis for the valuation, such as specific comparable sales or transactions, sales of similar interests, asset-based approaches, merger-acquisition transactions, etc.





Adequate Disclosure (e)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg. §301.6501(c)-1(e)(2)(i)		Description of transaction, including description of transferred and retained interests and method(s) used to value each						Qualified Appraiser and/or Tax Preparer



						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions						Tax Preparer

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg. §301.6501(c)-1(e)(2)(iii)		Detailed description (including actuarial factors and discount rates used) of the method used to determine amount of gift arising from transfer (or taxable event), including, in the case of an equity interest is not actively traded, the financial and other data used in determining value. Financial data should generally include balance sheets, statements of net earnings, operating results, and dividends paid for each of 5 years immediately before valuation date.						Qualified Appraiser and/or Tax Preparer







HoldCo Assets - Liquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				More Liquid & FMV Prices are More Readily Available		Potential Sources for FMV Indications		Potential Issues with FMV Indications

				Cash and equivalents		Account statements		None

				Public equities		Account statements		None

						Public Databases (e.g. public search engine, Bloomberg, S&P Capital IQ)

				Secured third-party loans and receivables		Account statements		May not reflect the actual FMV due to current interest rate environment

						Amortization schedules

						Cash-out value prepared by the borrower or lender







HoldCo Assets - Illiquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private entities		Letter-of-intent

						Buy-sell agreement formula		Not a qualified appraisal

						Transaction of similar interests amongst owners		A formula clause in an agreement may not reflect current market pricing

						Industry "Rule of Thumb"		May not consider current economic, industry and company specific factors impacting value

						Management's internal calculation

						Appraisal performed for a different purpose		Another valuation report may state it cannot be used for any other purpose

				Real estate		Recent Sales		Not a qualified appraisal

				(Wholly owned and tenancy in common)		Public Databases (e.g. Zillow, Redfin,CoStar, etc.)		Reliance on algorithms vs. property fundamentals

								Market approach usually relied upon (without consideration of income approach)

				Mineral interests		Royalty valuation rules-of-thumb		Not a qualified appraisal

						Letter-of-intent

						Executive management provided values

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









HoldCo Assets - Illiquid (2)

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private funds  (e.g. private equity, venture capital, private real estate funds, etc.)		K-1s		Not a qualified appraisal

						Other investment reports generated by the fund for investors (e.g. adjusted balance sheets, estimated property values, etc.)		Statement dates and valuation date could be months apart

								May not reflect equity "waterfall" structure

						Fund prepared capital account statements

						Account statements		Not a qualified appraisal

				Related-party loans         (assets and/or liabilities)		Amortization schedules		May not reflect the terms of the loans (e.g., default interest rates, overdue, etc.)

						Executive management's internal calculation		Out of market rates

				Art, collectibles, vehicles, and equipment		Recent Sales		Not a qualified appraisal

						Auction websites		May reflect a specific buyer price and not a market price (e.g. sentimental value vs. market value, needed to complete a collection, etc.)

						Appraisal blogs

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









Hoenshied Timeline (3)



														Form 706 Claims $40m Gross Estate, $30 million Taxable Estate



														2015 Tax Return Selected for Examination



														IRS Proposed to Disallow Charitable Contribution



														IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														IRS Issued Amended Notice of Deficiency and Increased Penalty

														1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

														2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

														3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

														4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

														5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline (2)



														April 2016		2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction



														December 2017		2015 Tax Return Selected for Examination



														December 2018		IRS Proposed to Disallow Charitable Contribution



														October 2019		IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														August 2020		IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline

																																Focus on this - maybe don't need any of the previous squares because my emphasis is not on the timing issue, but on the qualified appraisal issue

																																Second paragraph pg. 15, burden is on the petitioner with respect to 1) whether they made a valid gift of share to Fidelity Charitable, and 2) whether they are entitled to a charitable contribution deduction.

																																Issues are whether a valid gift was made (pg 16, para 2) and on what date (not detailing this part in the presentation), then *respondent(?) must determine the tax consequences, including eligibility for a charitable contribution deduction, of any gift by petitioners.

								Don't need this one								Don't need this one												Not focus of presentation				Petitioner argues gift was made June 11, 2015, respondent argues gift was made on July 13, 2015 when Fidelity received stock certificate. Court concluded (pg 25, D) that petitioners divested themselves of title on July 13 (petitioners failed to establish that any elements of a valid gift were present on June 11, 2015.

																																Pg. 34, III, Charitable Contribution - we have concluded that petitioners did make a valid gift and although we have determined that gift to be an assignment of income (VS. A GIFT OF STOCK??), petitioners may neverless be entitled to a charitable contribution.

																												This is the meat of what I want to present (pg. 36, B)				Respondent asserts that petitioners have failed to satisfy both requirements (CWA and qualified appraisal) and thus are NOT entitled to a charitable contribution deduction for the gift of CSTC shares to Fidelity Charitable.

				December 2014				Early January 2015				April 1, 2015				Mid-April 2015				June 11, 2015				June 12, 2015				July 10, 2015				April 14, 2016				2019

				3 Shareholders (brothers) decided to sell CSTC, engaged FINNEA Group				FINNEA began soliciting bids and received several letters of intent				Private Equity firm submitted a LOI to acquire CSTC for $92 million				Shareholder considers charitable contribution of CSTC stock to a donor-advised fund				Shareholder signs agreement to transfer an undefined number of shares to the donor-advised fund				Private Equity firm approves acquisition of CSTC subject to due diligence				Private Equity firm approves acquisition of CSTC subject to due diligence				2015 Tax Return filed, no capital gains on 1,380 shares and claimed charitable contribution deduction of $3,282,511				Scott Hoensheid died. His estate filed 706 reporting $40 million in gross assets and $30 million in taxable assets.

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares																				Form 8283, Noncash Charitable Contribution with a date of June 11, 2015.

																																Declaration of appraiser signed by Brian Dragon as appraiser (pg 13-14 Tax Memo). Attached was a document entitled "CSTC Fidelity Gift Fund Valuation" which purported to be a qualified appraisal.

				It involves the contribution of appreciated shares of stock in a closely held corporation to a charitable organization that administers donor-advised funds for tax-exempt purposes under section 501(c)(3).1 The contribution was made near contemporaneously with the

																April 2016				December 2017				 December 2018				October 2019				August 2020

																2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction				2015 Tax Return Selected for Examination				IRS Proposed to Disallow Charitable Contribution				IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662				IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Sub Comp Cases

						Court Case		Doctrine of Substantial Compliance 

						Bond v. Commissioner, 100 T.C. 32, 41 (1993)		The purpose of the qualified appraisal requirements it "to provide the IRS with information sufficient to evaluate claimed deductions and assist it in detecting overvaluations of donated property."

						Costello v. Commissioner, T.C. Memo. 2015-87		The purpose of the appraisal is to 'show the work' so as to obviate the injection of unfouded guessing into the tax scheme. 

						Hewitt v Commissioner, 109 T.C. 258, 265 & n.10 (1997)		Describing substantial compliance as applicable where the taxpayer "has provided most of the information required" or made ommissions "solely through inadvertance".

						Estate of Evenchik v. Commissioner, T.C. Memo 2013-34		We thus generally decline to apply substantial compliance where a taxpayer's appraisal either (1) fails to meet substantive requirements in the regulations or (2) omits entire categories of required information.

						Legistlative history





Cecil Gifts

												William Cecil, Sr.																Mary Cecil







				Grandchild 1				Grandchild 2				Grandchild 3				Grandchild 4				Grandchild 5				Child 1								Child 2

				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class A Voting								Class A Voting





Cecil Timeline









				2010				2014								2023

				Gifts Made, 709s timely filed 				Notice of Deficiency Issued to Taxpayers March 2014				Taxpayer Experts and IRS Expert Perform Valuations 				Tax Court Memo Filed February 2023





Cecil Methods

								Adams Value after Discounts		$   10,190,465

								Number of Shares		10,000				15.76

								Per Share		$   1,019



						Original Gift Valuation Dixon Hughes		IRS Notice of Deficiency		Taxpayer Expert (Adams)		Taxpayer Expert (Hawkins)		IRS Expert (Morrison)



				Method Applied		Methods Applied

				Asset Approach		50%		100%		not applied		not applied		10%

				Income Approach		50%				50%		50%		90%

				Market Approach						25% / 25%		50%		not applied

						Pass-Through Entity Tax Affecting Applied				Tax Affecting

				Tax-Affecting (Income Approach)						Yes / No*		Yes @24.6%		Yes @17.6%

						Discounts Applied

				Discount for Lack of Control						20%				38% (Asset)

				Discount for Lack of Marketability						30%		25%		19% - 27%

				Discount for Lack of Voting Rights						not applied		2%		not applied

						Equity  Value (After Discounts)

				Total Equity Value		~$22.3 million		~$50 million		~$10.2 million		~$12.3 million**		~$15.8 million

						Per Share Equity Value

				Class A Voting		$3,308				$1,019		$1,131		$4,000

				Class B Non-Voting (smaller block)		$2,236		$5,000**		$1,019		$1,108		$3,276

				Class B Non-Voting (larger block)		$2,236		$5,000**		$1,019		$1,108		$3,066

				*Adams value without tax-affecting not presented.

				** Inferred from facts provided in Tax Court Memo.



		Hawkins		Income						Hawkins Value after Discounts		$   13,638,300

		NCF		1,162,600						Number of Shares		10,000

		Cap Rate		10.7%						Per Share		$   1,364

		Total Equity		10,865,421

		SEAM S Corp Benefit		2,772,879

		Equity + S Corp Benefit		13,638,300

				10,000.00

		Income		1353.83

		Market

		Class A		1131.00

		Class B		1108.00

				11080000





Tax Affect Cases (2)

						Court Case		Cited Rationale for Disallowing or Allowing Tax Affecting

						Gross v. Commissioner, T.C. Memo 1999-254		As a theoretical matter, we do not believe that 'tax-affecting' an S corporation's projected earnings is an appropriate measure to offset that potential burden associated with S corporations.

						Estate of Gallagher v. Commissioner, T.C. Memo 2011-148		Finding tax affecting not appropriate where appraiser failed to explain his reasoning for tax affecting

						Dallas, T.C. Memo 2006-244		Finding tax affecting not appropriate when the taxpayer assumed that an S corporation would lose its S corporation status after a sale

						Wall v. Commissioner, T.C. Memo 2001-75		("[T]ax affecting as S corporation's income, and then determiningthe value of that income be reference to the rates of return on taxable investments, means that an appraisal will give no value to S corporation status.")

						Estate of Jones, T.C. Memo 2019-101		Court concluded that tax-affecting was appropriate because the experts agreed to take into account the form of the business entity and agreed on the entity type

						Estate of Jackson v. Commissioner, T.C. Memo 2021-48		Court did not find  tax-affecting appropriate based on the assumption that a buyer would be a C corporation

						Qualifier for Jackson:		We do not hold that tax affecting is never called for. But our cases show how difficult a factual issue it is to demonstrate even a reasonable approximation of what that effect would be. In Estate of Jones, there was expert evidence on only one side of the question that made a difference.

						Estate of Cecil v. Commissioner, T.C. Memo 2023-24		Experts on both sides agree the tax affecting is necessary to value the subject stock.

						Qualifier for Cecil:		We emphasize, however, that while we are not necessarily holding the tax affecting is always, or even more often than not, a proper consideration for valuing an S corporation.





Sorenson Timeline



				December 31, 2014				December 31, 2014				March 31, 2015								2022

				$5 Million Defined Value Gifts to Grantor Trusts 				Nonvoting Shares Valued at $532.79 Per Share				Sold 5,365 Nonvoting Shares to Grantor Trust for $532.79 Per Share				IRS Notice of Deficiency for March 2014 Gift, Valuing Shares at $2,734.80				December 2014 Settlement               $1,640 Per Share				December 2015 Settlement               $1,722 Per Share

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares





Sorensen

				per share		Number of shares		Value of gift				Source 

		12/31/14		$   532.79		9,384.56		$   5,000,000				DHG Valuation

		3/31/15		$   532.79		5,365.00		$   2,858,418						Secured promissory note

		11/15/21								$   1,000,000,000		Company sold

								Each Trust received		$   153,000,000



		Notice of Deficiency 2014 Gift		$   1,923.56

		Notice of Deficiency 2015 Gift		$   2,076.86

						Gift Tax in Dispute		Penalties in Dispute

		Notice of Deficiency 2014 Gift		$   1,923.56		$   8,950,000		$   3,580,000

		Notice of Deficiency 2015 Gift		$   2,076.86		$   4,620,000		$   1,850,000

						$   13,570,000		$   5,430,000





Not Used>>





IRS Budget

						Year		IRS Operating Costs (in billions of 2021 dollars)		Average tax collected per capita (in 2021 dollars)*		Full-time equivalent IRS positions		Technology and Business System Modernization Costs (in millions of 2021 dollars)**								Cost of collecting $100 (in dollars)

						1991		$11.48		$8,499		114,628										0.56

						1992		$11.83		$8,396		116,673										0.58

						1993		$12.44		$8,450		113,460										0.6

						1994		$12.51		$8,831		110,748		$1,149.80								0.57

						1995		$12.39		$9,146		112,024		$1,396.70								0.54

						1996		$11.89		$9,488		106,642		$1,170.80								0.49

						1997		$11.53		$10,008		101,703		$394.50								0.44

						1998		$12.07		$10,619		98,037		$408.20								0.43

						1999		$13.04		$11,053		98,730		$488.30								0.43

						2000		$12.70		$11,651		97,074		$342.90								0.39

						2001		$13.13		$11,385		97,707		$53.70								0.41

						2002		$13.36		$10,515		99,181		$58.20								0.45

						2003		$13.47		$9,864		98,819		$72.30								0.48

						2004		$13.62		$9,840		97,597		$70.20								0.48

						2005		$14.03		$10,600		94,282		$58.20								0.46

						2006		$13.83		$11,290		91,717		$289.20								0.42

						2007		$13.65		$11,617		92,017		$305.40								0.4

						2008		$13.86		$11,307		90,647		$309.10								0.41

						2009		$14.37		$9,612		92,577		$280.20								0.5

						2010		$14.90		$9,388		94,711		$353.40								0.53

						2011		$14.56		$9,306		94,709		$403.90								0.51

						2012		$13.93		$9,464		90,280		$414.30								0.48

						2013		$13.21		$10,478		86,974		$300.20								0.41

						2014		$13.00		$10,986		84,133		$281.70								0.38

						2015		$12.71		$11,742		79,890		$276.10								0.35

						2016		$12.98		$11,623		77,924		$434.10								0.35

						2017		$12.56		$11,595		76,832		$347.90								0.34

						2018		$12.52		$11,422		73,519		$267.00								0.34

						2019		$12.38		$11,484		73,554		$365.50								0.33

						2020		$12.64		$11,061		75,773		$312.90								0.35

						2021		$13.70		$12,367		78,661		$347.90								0.33

						2022		$12.30

						2023		$12.30

						2024		$14.10

						Source: IRS and author calculations.



						*Based on total collections from all sources



						**Tech spending in 2000 includes Y2K funding

						taxfoundation.org; IRS Is Raising More with Less, But New Funding Misses the Mark; August 29, 2022, Scott Hodge





Exemptions

										Exemption through the Years

										Federal estate taxes exempt a share of estates from federal estate taxes. For the 2023 tax year, if an estate is worth less than $12.92 million, no federal estate taxes may apply.

										Year		Single Exclusion Amount		Married Exclusion Amount

										2013		$   5,250,000		$   10,500,000

										2014		$   5,340,000		$   10,680,000

										2015		$   5,430,000		$   10,860,000

										2016		$   5,450,000		$   10,900,000

										2017		$   5,490,000		$   10,980,000

										2018		$   11,180,000		$   22,360,000

										2019		$   11,400,000		$   22,800,000

										2020		$   11,580,000		$   23,160,000

										2021		$   11,700,000		$   23,400,000

										2022		$   12,060,000		$   24,120,000

										2023		$   12,920,000		$   25,840,000

										2024E*		$   13,610,000		$   27,220,000

										2025E*		$   14,160,000		$   28,320,000

										January 1, 2026 SUNSET

										2026E*		$   7,000,000		$   14,000,000

										Chart Source: TheBalance, November 15, 2022

										*Estimated figures adjusted annually on January 1st based on inflation.

										If Congress does nothing between now and January 1, 2026, the exemptions will by cut in half (adjusted for inflation).





Seven Springs

		Seven Springs Appraised Values vs. Trump Estimates

						1995		$   7,500,000		purchase price

						2000		$   25,000,000		bank appraisal - as-is market value

						2006		$   30,000,000		bank appraisal - as-is market value



						2011		$   261,000,000		Statement reported value

						2012		$   291,000,000		Statement reported value

						2013		$   291,000,000		Statement reported value

						2014		$   291,000,000		Statement reported value

						Statement asserted that this property is zoned for 9 luxurious homes and the valuation is based on an assessment make by Mr. Trump in conjunction with his associates of the projected net cash flow which would derive as those units are constructed and sold, and the estimated fair market value of the existing mansion and other buildings.

								One mansion		$   23,000,000

						Supporting spreadsheets provided to Mazars (accounting firm). No fair value analyses were done to support these values.

								Assets		2011		2012		2013		2014

								Seven mansions approved		$   161,000,000		$   161,000,000		$   161,000,000		$   161,000,000		selling price of $35 million less cost of $12 million

								Main mansion		$   70,000,000		$   100,000,000		$   100,000,000		$   100,000,000

								Remaining land		$   30,000,000		$   30,000,000		$   30,000,000		$   30,000,000









Adequate Disclosure (2)



						Adequate Disclosure Requirements				Prepared & Submitted by

								a) Appraisal meeting these requirements: 		Tax Preparer

						Treas. Reg.		(i) Is prepared and signed by individual who:

						301.6501(c)-1(f)(2)(iv)		-1

								-2

								(3) is someone other than donor, donee, member of family of donor or donee, or employee of donor, donee, or member of family of donor or donee.

						Adequate Disclosure Requirements

						Treas. Reg.		a) Appraisal meeting these requirements: 

						301.6501(c)-1(f)(2)(iv) (continued)		(ii) Provides: 

								(1) date of transfer, date of appraisal, and purpose of appraisal;

								(2) description of transferred property;

								(3) description of appraisal process;

								(4) description of assumptions, conditions, and restrictions affecting appraisal;

								(5) all information considered in determining appraised value;

								(6) procedures followed and underlying reasoning;

								(7) valuation method used, rationale for method, and procedure used in determining fair market value of transferred property; and

								(8) specific basis for valuation.

						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.

						§301.6501(c)-1(f)(2)(v)

						Adequate Disclosure Requirements

						Treasury Reg.		Description of transaction, including description of transferred and retained interests and method(s) used to value each

						§301.6501(c)-1(e)(2)(i)

						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg.		Detailed description, including actuarial factors and discount rates used, of method used to determine amount of gift arising from transfer or taxable event

						§301.6501(c)-1(e)(2)(iii)

						Treasury Reg.		If transfer is of entity interest not actively traded, detailed description of financial and other data used in determining value, generally including: (a) balance sheets, (b) statements of net earnings, (c) operating results, and (d) dividends paid for each of 5 years immediately before valuation date

						§301.6501(c)-1(e)(2)(iv)





706s Filed history

		Table 1. United States: Total Number of Returns Filed by Type of Return 

		Type of Return

				2005		2006		2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				(1)		(2)		(3)		(4)		(5)		(6)		(7)		(8)		(9)		(10)		(11)		(12)		(13)		(14)		(15)		(16)		(17)

		Grand Total                             		226,297,970		230,895,904		237,383,281		252,537,925		238,303,718		235,160,163		234,859,243		239,206,641		240,544,811		242,603,047		245,390,930		246,799,870		248,305,380		253,758,970		256,220,410		246,671,690		263,937,860

		   Paper Grand Total		148,289,350		147,840,351		146,293,004		150,306,315		128,117,087		118,306,489		99,900,419		93,595,701		88,633,064		84,774,458		81,480,540		77,469,710		74,390,920		73,506,740		70,096,700		49,231,970		58,152,650

		   Electronic Grand Total		78,008,620		83,055,553		91,090,277		102,231,610		110,186,631		116,853,674		134,958,824		145,610,940		151,911,747		157,828,589		163,910,390		169,330,160		173,914,460		180,252,230		186,123,710		197,439,720		205,785,210

		Total Primary Returns		209,304,910		212,642,595		217,161,490		231,728,688		216,415,487		211,353,115		213,279,515		216,698,081		216,619,447		219,224,339		220,887,670		222,596,270		221,872,280		225,953,040		227,626,050		223,208,780		232,322,110

		Individual Income Tax, Total 		133,023,130		135,197,433		138,471,446		154,709,342		143,525,712		141,458,813		144,002,430		146,455,969		145,851,813		147,520,374		148,649,940		150,640,090		150,815,030		153,444,970		154,430,820		160,884,420		165,225,530

		 Forms 1040, 1040-SR, and 1040-SP, Total *																																160,077,450		164,399,240

		 Forms 1040, 1040-A, and 1040-EZ, Total *		132,275,830		134,421,400		137,725,325		153,832,040		142,580,826		140,599,267		143,173,210		145,601,194		145,021,067		146,660,109		147,777,430		149,735,730		149,866,290		152,461,280		153,462,980

		  Total Paper Individual Returns *		63,811,990		61,181,900		57,863,242		64,059,483		47,222,531		42,001,133		31,250,530		26,816,450		23,810,660		21,948,655		20,037,360		18,683,140		18,202,780		17,760,660		15,963,960		10,608,430		14,029,090

		     Paper Form 1040		45,459,870		42,175,284		40,166,007		39,093,746		32,422,102		29,763,340		21,534,740		18,373,026		16,248,704		15,211,099		13,299,800		13,366,820		12,707,400		12,506,340		15,963,960		9,094,770		12,133,360

		     Paper Form 1040-A		10,025,880		9,270,201		8,337,268		15,939,026		7,504,548		6,617,781		5,306,380		4,543,455		3,973,861		3,504,664		3,504,660		2,904,330		2,939,760		2,728,180

		     Paper Form 1040-EZ		8,326,250		9,736,415		9,359,967		9,026,711		7,295,881.00		5,620,012		4,409,410		3,899,969		3,588,095		3,232,892		3,232,890		2,412,000		2,555,610		2,526,150

		     Paper Form 1040-SR																														N/A		1,513,650		1,894,400

		     Paper Form 1040-SP																														N/A		N/A		1,330

		  Total Electronic Individual Returns*		68,463,840		73,239,500		79,862,083		89,772,557		95,358,295		98,598,134		111,922,680		118,784,744		121,210,407		124,711,454		127,740,070		131,052,590		131,663,510		134,700,620		137,499,020		149,469,020		150,370,150

		     Online Filing		17,084,720		20,306,214		22,533,362		26,894,530		32,183,578		34,252,127		39,083,840		43,281,067		44,520,830		47,292,305		49,676,890		52,616,630		53,111,840		54,900,880		57,346,260		70,513,830		66,416,470

		     Practitioner Electronic Filing		48,085,440		52,933,286		57,328,721		62,878,027		63,174,717		64,346,007		72,838,840		75,503,677		76,689,577		77,419,149		78,063,180		78,435,970		78,551,670		79,799,750		80,152,760		78,955,200		83,953,680

		     Telefile		3,293,680

		 Forms 1040-NR/NR-EZ/C		629,450		654,554		621,810		642,569		702,607		621,314		602,692		636,579		615,384		659,167		682,620		720,670		771,810		820,030		805,330		692,490		680,360

		     Electronic Form 1040-NR																								- 0		158,750		242,250		275,480		298,030		302,070

		 Forms 1040-PR and 1040-SS		117,850		121,479		124,311		234,733		242,279		238,232		226,531		218,196		215,362		201,098		189,900		183,680		176,940		163,650		162,520		114,480		145,930

		     Electronic Forms 1040-PR and 1040-SS										94,519		93,132		74,733		76,234		55,872		45,730		40,380		41,790		41,590		35,980		38,720		45,950		46,180

		Individual Estimated Tax, Form 1040-ES, Total		29,098,650		30,182,263		30,897,249		29,218,011		26,031,320		23,380,380		23,308,676		23,430,705		23,456,821		23,608,340		23,982,960		23,068,770		22,229,490		22,367,650		22,284,230		17,567,290		12,643,430

		     Paper Form 1040-ES		29,033,020		30,105,435		30,805,582		29,121,190		25,946,757		23,289,458		23,206,646		23,311,092		23,300,805		23,454,421		23,830,620		22,911,370		21,993,850		22,146,430		22,034,260		17,328,400		12,425,700

		     Electronic (Credit Card) Form 1040-ES		65,630		76,828		91,667		96,821		84,563		90,922		102,030		119,613		156,016		153,919		152,340		157,400		235,640		221,210		249,970		238,890		217,730

		Fiduciary, Form 1041, Total		3,698,640		3,751,386		3,729,793		3,110,569		3,095,891		3,051,389		3,036,900		3,047,673		3,178,797		3,215,902		3,174,930		3,187,540		3,115,760		3,133,750		3,158,290		2,831,110		3,256,910

		   Paper Form 1041		2,347,990		2,386,080		2,341,672		2,354,985		2,314,460		2,179,555		1,281,060		969,958		903,661		855,752		698,410		645,450		562,510		530,020		488,190		155,390		525,240

		   Electronic Form 1041		1,350,650		1,365,306		1,388,121		755,584		781,431		871,834		1,755,840		2,077,715		2,275,136		2,360,150		2,476,520		2,542,080		2,553,250		2,603,740		2,670,100		2,675,720		2,731,670

		Fiduciary Estimated Tax, Form 1041-ES		839,180		649,017		805,407		928,532		457,310		335,821		382,447		424,069		510,097		609,318		744,210		633,020		547,140		699,100		751,140		640,670		626,180

		Partnership, Forms 1065/1065-B, Total       		2,720,290		2,934,597		3,146,994		3,348,845		3,423,583		3,434,905		3,524,808		3,550,071		3,649,385		3,766,567		3,862,690		3,978,260		4,043,350		4,223,800		4,314,850		4,114,980		4,653,390

		     Paper Forms 1065/1065-B		2,539,920		2,640,080		2,681,286		2,653,445		2,440,384		2,166,949		1,724,283		1,294,804		1,102,573		946,282		758,310		663,130		580,020		540,250		479,790		108,580		494,380

		     Electronic Forms 1065/1065-B		180,370		294,517		465,708		695,400		983,199		1,267,956		1,800,525		2,255,267		2,546,812		2,820,285		3,104,380		3,315,130		3,463,330		3,683,550		3,835,050		4,006,400		4,159,010

		Corporation Income Tax, Total   		6,159,450		6,355,969		6,619,777		6,865,246		6,782,770		6,706,386		6,701,373		6,671,172		6,685,423		6,767,436		6,823,390		6,968,120		6,930,910		7,235,750		7,340,360		6,720,620		7,670,840

		     Total Paper Corporation Returns		5,948,620		5,805,599		5,745,530		5,595,892		5,006,639		4,474,723		3,565,238		2,835,152		2,435,127		2,126,599		1,810,390		1,671,390		1,481,230		1,431,910		1,314,330		521,540		1,254,140

		     Total Electronic Corporation Returns		210,830		550,370		874,247		1,269,354		1,776,131		2,231,663		3,136,135		3,836,020		4,250,296		4,640,837		5,013,000		5,296,740		5,449,680		5,803,840		6,026,030		6,199,080		6,416,700

		  Form 1120		2,012,690		2,205,543		2,203,943		2,185,188		2,074,852		1,961,773		1,927,509		1,881,483		1,842,717		1,827,649		1,794,160		1,807,400		1,725,600		1,761,200		1,770,910		1,559,980		1,813,570

		    Paper Form 1120																								491,940		422,530		397,170		357,850		134,520		320,830

		    Electronic Form 1120		56,960		150,435		239,808		336,779		452,437		552,888		789,114		974,631		1,078,505		1,169,607		1,252,940		1,315,460		1,303,070		1,364,030		1,413,060		1,425,470		1,492,750

		  Form 1120-A		210,880

		  Form 1120-F		26,910		27,984		27,605		33,222		32,107		32,512		33,690		36,324		39,513		42,514		44,600		47,990		48,100		51,080		51,930		43,960		57,530

		    Paper Form 1120-F																								24,140		22,680		21,300		19,890		9,420		19,520

		    Electronic Form 1120-F								313		1,607		2,794		6,255		9,243		12,441		16,387		19,870		23,850		25,410		29,780		32,040		34,540		38,010

		  Form 1120-FSC		1,100		847		595		479		323		222		146		122		111		87		80		70		90		50		50		30		10

		  Form 1120-H		171,550		186,379		204,958		223,841		224,300		230,796		232,777		237,588		241,770		246,378		247,620		252,640		255,100		262,540		265,530		110,390		335,070

		  Form 1120-RIC		11,040		11,039		11,356		12,404		13,248		13,337		13,415		14,235		15,889		16,320		16,930		18,090		18,210		17,980		18,220		2,530		19,130

		  Form 1120-S, Total		3,715,250		3,909,730		4,155,830		4,390,857		4,414,662		4,444,154		4,469,329		4,476,307		4,518,765		4,605,766		4,688,680		4,808,830		4,848,920		5,106,460		5,196,740		4,987,180		5,406,460

		    Paper Form 1120-S																								851,410		727,730		696,420		615,810		248,100		520,510

		    Electronic Form 1120-S		153,870		399,935		634,439		932,262		1,322,087		1,675,981		2,340,766		2,852,146		3,159,350		3,454,843		3,740,190		3,957,430		4,121,200		4,410,040		4,580,930		4,739,080		4,885,950

		  Forms 1120-L/ND/PC/REIT/SF, Total		10,020		11,071		11,944		13,875		14,621		14,967		15,578		16,264		17,685		19,794		22,270		23,780		25,600		27,180		27,840		13,250		30,070

		  Form 1120-C				3,376		3,546		5,380		8,657		8,625		8,929		8,849		8,973		8,928		9,040		9,300		9,290		9,260		9,140		3,310		9,010

		Small Corporation Election, Form 2553		550,550		530,297		516,505		475,602		410,358		384,648		388,664		391,180		396,102		434,216		442,070		463,810		468,380		498,030		472,070		338,090		484,090

		"REMIC" Income Tax, Form 1066		21,570		25,147		30,045		33,771		33,325		34,296		35,719		36,347		36,962		38,199		39,050		40,910		41,810		42,470		42,750		28,170		41,730

		Estate, Forms 706, 706-GS(D)/GS(T)/NA, Total 		54,850		59,978		47,298		48,274		42,366		23,014		12,582		28,061		33,719		35,619		36,130		35,040		33,690		32,850		23,080		16,390		29,120

		Gift, Form 709                          		265,460		264,315		255,123		257,010		238,851		226,241		223,090		260,426		371,747		267,600		238,320		244,970		242,430		244,570		250,100		173,360		253,640

		Employment, Total                       		31,058,040		30,803,939		30,717,441		30,502,853		30,158,258		29,730,957		29,371,428		29,692,167		29,826,675		30,206,367		30,088,110		30,532,810		30,584,480		31,089,490		31,583,610		27,540,550		34,071,800

		    Total Paper Employment Returns		25,200,310		25,166,224		24,742,274		24,146,682		23,469,762		22,737,280		21,829,015		21,482,092		20,847,707		20,397,217		19,358,560		18,695,550		17,756,410		17,320,620		16,648,840		11,586,780		16,524,590

		    Total Electronic Employment Returns 		5,857,730		5,637,715		5,975,167		6,356,171		6,688,496		6,993,677		7,542,413		8,210,075		8,978,968		9,809,150		10,729,550		11,837,260		12,828,070		13,768,870		14,934,770		15,953,780		17,547,210

		  Forms 940 and 940-PR, Total		5,936,840		6,045,937		6,139,763		6,172,266		5,961,939		5,749,925		5,676,336		5,606,510		5,699,137		5,778,612		5,720,620		5,821,730		5,887,550		5,950,720		6,079,770		5,952,480		6,117,700

		    Paper Forms 940 and 940-PR		4,984,950		5,023,142		5,039,916		4,990,901		4,688,580		4,431,283		4,271,366		4,108,646		4,031,875		3,958,537		3,708,070		3,611,480		3,468,880		3,360,190		3,257,900		2,932,990		2,829,370

		    Form 940 E-File/Online/XML		951,890		1,022,795		1,099,847		1,181,365		1,273,359		1,318,642		1,404,970		1,497,864		1,667,262		1,820,075		2,012,560		2,210,250		2,418,670		2,590,520		2,821,870		3,019,490		3,288,340

		  Forms 941, 941-PR/SS, Total		24,705,850		24,351,004		23,869,212		23,508,192		23,477,280		23,399,755		23,169,884		23,631,895		23,707,012		24,012,372		23,983,130		24,337,170		24,365,900		24,821,090		25,192,720		21,315,750		27,689,950

		    Paper Forms 941, 941-PR/SS		19,800,020		19,736,084		19,003,122		18,345,350		18,077,116		17,731,947		17,039,186		16,926,902		16,403,780		16,032,172		15,283,000		14,729,970		13,972,100		13,661,440		13,101,590		8,406,570		13,460,620

		    Form 941 E-File/Online/XML		4,308,410		4,614,920		4,866,090		5,162,842		5,400,164		5,667,808		6,130,698		6,704,993		7,303,232		7,980,200		8,700,130		9,607,190		10,393,800		11,159,650		12,091,130		12,909,170		14,229,330

		    Form 941-TEL		597,430

		  Forms 943, 943-PR, and 943-SS, Total		262,580		258,033		249,571		249,067		227,341		219,739		221,209		203,370		201,525		201,954		195,420		194,380		189,840		186,950		181,750		169,340		165,800

		    Paper Forms 943, 943-PR, and 943-SS 																		201,525		201,779		193,590		189,560		182,960		178,440		171,280		157,160		151,080

		    Electronic Forms 943, 943-PR, and 943-SS 																		- 0		175		1,830		4,820		6,890		8,510		10,470		12,190		14,730

		  Forms 944, 944-PR, and 944-SS, Total		- 0		N/A		322,798		440,588		376,797		253,317		200,558		162,205		136,440		135,222		115,560		107,440		76,730		68,590		66,330		49,800		48,820

		    Paper Forms 944, 944-PR, and 944-SS 				N/A		313,568		428,624		361,824		246,090		193,813		154,987		127,966		126,554		101,890		93,980		69,910		60,860		58,500		41,370		39,400

		    Electronic Form 944		- 0		N/A		9,230		11,964		14,973		7,227		6,745		7,218		8,474		8,668		13,670		13,460		6,820		7,730		7,830		8,430		9,420

		  Form 945		150,850		146,916		134,236		130,790		113,134		106,379		101,667		86,362		80,791		76,429		71,610		70,270		62,660		60,340		61,190		51,660		47,800

		    Paper Form 945																		80,791		76,397		70,250				60,770		57,880		57,730		47,160		42,400

		    Electronic Form 945																		- 0		32		1,370		1,530		1,890		2,460		3,460		4,500		5,400

		  Form CT-1                             		1,920		2,049		1,861		1,950		1,767		1,842		1,774		1,825		1,770		1,778		1,770		1,830		1,800		1,800		1,850		1,530		1,730

		Withholding Tax for Foreign Persons, Form 1042		31,270		32,245		31,972		33,647		34,891		36,680		36,571		38,810		41,963		43,256		44,460		47,470		50,160		51,360		54,090		23,730		78,740

		Exempt Organizations, Total              		815,870		835,391		877,450		1,135,314		1,119,927		1,426,131		1,325,928		1,410,892		1,439,788		1,507,508		1,541,470		1,537,020		1,551,510		1,643,820		1,649,560		1,244,870		1,839,660

		 Total Paper Exempt Organization Returns		811,290		820,290		841,454		848,082		773,615		826,020		725,464		685,582		646,935		637,682		587,620		565,700		508,500		543,940		510,710		93,180		428,610

		 Total Electronic Exempt Organization Returns		4,580		15,101		35,996		287,232		346,312		600,111		600,464		725,310		792,853		869,826		953,860		971,310		1,043,010		1,099,880		1,138,850		1,151,690		1,411,050

		    Form 990, Total		390,630		401,045		413,881		423,358		293,408		261,016		286,152		313,824		309,920		318,298		311,330		325,540		318,100		329,310		320,310		284,330		362,810

		        Paper Form 990																								96,650		79,030		77,680		58,700		11,470		57,310

		        Electronic Form 990		3,140		10,747		27,465		53,093		54,249		76,996		118,272		142,030		174,924		193,687		213,010		228,890		239,070		251,640		261,610		272,860		305,500

		    Form 990-EZ, Total		146,790		146,099		152,203		171,342		257,391		370,902		291,409		252,939		255,325		268,167		251,190		257,900		244,630		248,600		242,600		164,490		242,000

		        Paper Form 990-EZ																								134,800		116,350		112,950		100,850		18,070		78,060

		        Electronic Form 990-EZ		1,330		3,101		5,376		11,037		35,167		60,821		67,772		76,511		91,985		102,954		114,800		123,100		128,280		135,650		141,760		146,420		163,940

		    Form 990-N**				N/A		N.A.		216,872		248,358		449,770		389,548		473,918		486,299		528,117		573,270		561,040		614,100		644,600		661,000		649,500		683,630

		    Form 990-PF, Total		87,740		88,796		89,661		97,766		99,071		112,939		108,707		106,360		108,279		108,445		109,550		112,930		112,600		116,200		116,890		95,180		132,710

		        Paper Form 990-PF																								54,640		51,030		48,210		42,400		12,270		23,660

		        Electronic Form 990-PF		110		1,253		3,155		6,230		8,538		12,524		24,872		32,851		39,645		45,068		52,780		58,290		61,570		67,990		74,490		82,910		109,050

		    Form 990-T		63,450		71,284		93,559		98,071		93,118		108,270		128,171		146,427		165,792		173,128		187,100		172,520		158,840		203,100		211,020		38,600		310,360

		        Paper Form 990-T																																38,600		162,140

		        Electronic Form 990-T																																0		148,220

		    Form 4720		2,070		2,248		2,179		2,438		2,582		2,652		2,647		2,433		2,115		2,218		2,260		2,340		2,320		2,680		2,630		1,320		1,840

		        Paper Form 4720																																1,320		1,130

		        Electronic Form 4720																																N/A		710

		    Form 5227		125,190		125,919		125,967		125,467		125,999		120,582		119,294		114,991		112,058		109,135		106,770		104,750		100,930		99,340		95,120		11,450		106,310

		        Paper Form 5227																																		106,310

		        Electronic Form 5227																																		0

		Form 990-C		3,470

		Form 1041-A																																		6,760

		Government Entities/Bonds, Total		50,940		48,426		46,886		47,368		42,446		46,089		50,094		53,329		51,292		46,191		50,530		49,960		46,680		44,300		42,060		18,950		32,200

		  Form 8038		5,980		5,600		4,888		4,414		3,186		3,782		3,514		3,245		3,071		2,657		3,050		3,060		2,880		3,160		2,620		1,210		2,080

		  Form 8038-B										NA		1,694		1,029		22		12		11		- 0

		  Form 8038-CP										281		3,233		10,209		10,545		10,437		9,825		12,570		10,620		10,640		10,640		9,890		7,240		7,470

		  Form 8038-G		30,120		28,940		29,757		29,159		26,791		25,594		24,018		26,910		26,647		23,959		25,540		27,250		24,320		22,240		21,950		7,430		18,090

		  Form 8038-GC		12,870		12,396		10,693		11,644		10,448		9,493		8,689		11,038		10,132		8,970		8,590		8,260		8,100		7,710		7,120		2,760		4,260

		  Form 8038-T		1,730		1,262		1,315		1,929		1,454		1,401		1,516		1,064		582		420		410		440		360		290		260		120		260

		  Form 8038-TC										NA		667		941		333		231		173		130		160		180		90		0		0		0

		  Form 8328		240		228		233		222		286		225		178		172		180		176		240		180		200		180		220		190		40

		Political Organizations, Total		8,160		11,330		9,289		11,592		10,394		12,635		10,221		11,586		9,208		10,853		8,910		10,930		9,830		12,240		9,400		9,200		8,280

		  Form 1120-POL, Total		5,110		5,647		5,971		6,168		6,377		6,142		5,722		5,063		5,027		4,689		4,570		4,290		4,270		4,190		4,160		3,110		2,750

		    Paper Form 1120-POL																								4,260		4,240		4,160		4,120		3,070		2,680

		    Electronic Form 1120-POL										15		19		23		53		42		57		40		30		40		40		40		50		70

		  Form 8871 ***		1,130		2,235		1,366		11		2,063		2,533		2,196		2,621		2,132		2,632		2,370		3,170		3,700		4,300		3,250		2,710		3,550

		  Form 8872		1,910		3,448		1,952		1,905		1,954		3,960		2,303		3,902		2,049		3,532		1,970		3,470		1,850		3,750		2,000		3,370		1,980

		    Paper Form 8872																								740		460		770		510		190		90

		    Electronic Form 8872		1,300		2,679		1,323		3,519		1,469		3,095		1,713		3,004		1,500		2,784		1,450		2,730		1,390		2,970		1,480		3,180		1,890

		Excise, Total                           		838,920		896,462		895,388		935,498		783,926		817,021		675,808		1,027,461		916,196		982,630		993,610		1,000,650		1,011,360		1,042,890		1,074,760		1,020,320		1,192,660

		  Form 11-C		9,740		9,763		8,947		8,143		6,769		6,264		4,743		4,825		4,719		4,439		4,060		4,020		3,700		3,590		4,550		2,680		4,220

		  Form 720		107,050		104,695		102,435		100,165		92,772		96,220		121,798		123,431		202,760		204,628		202,710		193,480		190,370		186,060		187,630		168,530		184,450

		    Paper Form 720																								192,410		189,150		184,560		185,390		165,880		181,120

		    Electronic Form 720		- 0		N/A		- 0		24		57		69		180		285		574		758		880		1,070		1,230		1,490		2,250		2,660		3,330

		  Form 730		43,380		44,502		40,876		40,842		38,798		35,601		31,401		30,000		27,699		26,492		24,570		23,980		22,250		21,510		22,900		13,410		20,910

		  Form 2290		678,740		737,502		743,130		718,066		634,345		667,668		507,562		859,241		671,980		737,826		753,440		770,950		786,510		823,060		834,940		822,100		958,100

		    Paper Form 2290																								356,720		276,480		236,410		201,860		135,510		145,780

		    Electronic Form 2290		- 0		N/A		1,500		16,133		28,956		48,660		105,756		176,943		206,982		259,961		326,350		414,220		510,030		586,650		633,080		686,590		812,320

		  Form 8849								68,282		11,242		11,268		10,304		9,964		9,038		9,245		8,840		8,230		8,540		8,680		24,740		13,600		24,980

		    Paper Form 8849																								5,210		5,150		5,000		19,940		7,700		20,190

		    Electronic Form 8849								40		1,683		640		1,867		1,157		2,140		2,062		2,270		3,020		3,390		3,680		4,800		5,910		4,800

		Excise Taxes re Employee Plans, Form 5330		25,940		24,895		23,800		24,137		22,983		20,269		20,812		20,678		20,899		19,622		19,620		19,530		20,150		18,880		21,730		5,220		23,560

		Form 5500-EZ, One Participant Retirement Plans										163,294		191,263		138,015		114,388		111,215		114,181		118,160		109,360		103,260		101,200		98,490		19,100		169,660

		Payment or Refund Under Section 7519, Form 8752		40,560		39,505		39,627		43,077		37,882		36,177		33,947		33,097		31,345		30,160		29,100		28,040		26,880		25,930		24,640		11,750		20,690

		Supplemental Documents, Total         		16,993,060		18,253,309		20,221,791		20,809,237		21,888,231		23,807,048		21,579,728		22,508,560		23,925,364		23,378,708		24,503,260		24,203,600		26,433,100		27,805,920		28,594,360		23,462,910		31,609,000

		  Form 1040-X                            		3,155,820		3,618,450		4,056,377		4,803,051		4,901,898		6,624,153		10,485,817		4,613,390		3,951,923		3,689,649		3,821,440		3,785,480		3,785,480		3,488,560		3,095,940		3,125,720		5,833,930

		     Paper Form 1040-X																														3,095,940		2,981,510		4,031,650

		     Electronic Form 1040-X																														N/A		144,210		1,802,280

		  Form 4868, Total                            		9,366,470		9,679,936		9,978,958		9,661,156		10,415,389		10,407,611		10,485,817		11,014,188		12,400,346		12,400,346		13,064,560		12,680,870		14,055,180		15,324,990		15,708,340		11,598,910		14,232,800

		     Paper Form 4868		7,544,590		8,218,318		8,453,953		7,877,250		8,031,518		6,454,301		5,459,986		5,122,479		5,132,486		4,749,708		4,678,370		4,261,460		4,279,240		4,467,670		4,063,780		2,308,650		2,480,030

		     Electronic Form 4868		1,821,890		1,461,618		1,525,005		1,783,906		2,383,871		3,953,310		5,025,831		5,891,709		7,267,860		7,650,638		8,386,190		8,419,410		9,775,940		10,857,320		11,644,560		9,290,260		11,752,770

		        Credit Card 		33,370		60,755		63,374		66,838		52,458		51,301		29,382		29,500		29,700		102,030		32,630		102,030		106,800		114,800		123,120		165,380		221,150

		        E-File		1,201,420		1,400,863		1,461,631		1,717,068		2,331,413		3,902,009		4,996,449		5,862,209		7,238,160		7,548,608		8,353,560		8,317,380		9,669,140		10,742,520		11,521,440		9,124,880		11,531,620

		       TeleFile		587,100

		  Form 1120-X                             		12,280		2,989		3,160		3,447		3,685		3,797		4,716		5,675		7,000		8,552		9,850		12,240		11,930		12,640		12,790		15,540		22,750

		  Form 5558		362,140		384,798		402,043		436,965		470,356		581,850		527,328		472,197		454,767		448,711		467,420		494,960		499,650		521,710		524,310		69,360		1,081,540

		  Form 7004, Total		3,342,800		4,063,913		5,265,021		5,370,245		5,526,736		5,619,579		5,763,489		5,814,974		6,213,525		6,235,999		6,500,220		6,572,660		7,537,420		7,896,600		8,335,480		7,965,880		9,394,550

		    Paper Form 7004 																								1,672,410		1,671,940		1,614,870		1,568,470		1,157,500		1,751,170

		    Electronic Form 7004 		48,430		396,179		837,427		1,139,906		1,565,810		1,985,255		2,713,303		3,235,543		3,905,361		4,202,222		4,646,950		4,900,250		5,865,490		6,281,730		6,767,010		6,808,380		7,643,380

		  Form 8868, Total		477,860		503,223		516,232		534,373		570,167		570,058		575,857		588,136		897,803		595,451		639,760		657,410		543,450		561,410		917,500		687,510		1,043,440

		    Paper Form 8868																								285,450		227,010		207,320		518,260		230,280		484,370

		    Electronic Form 8868		2,250		13,505		30,667		53,808		89,761		112,664		173,135		214,647		258,796		296,124		333,800		371,960		316,440		354,090		399,250		457,220		559,070

		N/A—Not applicable.                                 
* A new, streamlined Form 1040 replaced Forms 1040, 1040-A, and 1040-EZ as of January 2019;  Form 1040-SR is a new individual form type beginning in Calendar Year 2020; Form 1040-SP is a new individual form type beginning in Calendar Year 2021. Forms 1040, 1040-A, and 1040-EZ returns filed for TY 2017 and prior tax years and processed in CY 2019 and CY 2020 are included in the streamlined Form 1040 volumes.
** Form 990-N must be filed electronically. There is no paper form.
*** Form 8871 must be filed electronically. There is no paper form. 
NOTES: Detail may not add to subtotal/total due to rounding.
See Table Notes section for more information. 
Table only contains Master File counts.
SOURCE: Internal Revenue Service, Statistics of Income Division.










@ Recent Court Cases

Estate of Cecil v. Commissioner
T.C. Memo 2023-34

Major Issues Under Consideration:

1. Is the subject non-controlling interest in TBC appropriately valued based on
its earnings (Income and/or Market Approach), or based on the market

value of its net assets (Asset Approach)?

2. If TBC is valued under an Income and/or Market Approach, is it appropriate
to tax affect the earnings given that the Company is an S Corporation?



Presenter Notes
Presentation Notes
SKIP

In 2010, William Cecil, Sr. made gifts of Class B non-voting common stock in The Biltmore Company to irrevocable trusts for each of his five grandchildren, pursuant to the Company’s Shareholder Agreement. 

The gifts were made and reported in a timely manner on the taxpayers’ 709 gift tax forms. IRS challenged the valuations of the gifts, issuing deficiencies in 2014 claiming the reported fair market values of the gifts were too low. 

The deficiencies were $26.0mm, or $42.0mm with penalties and interest. 

In response to the Notice of Deficiency, the Cecil Family petitioned the court to redetermine the deficiency alleging that the fair market values reported on the 2010 gift tax return were actually TOO HIGH, and that they were entitled to refunds.

There were several valuations done of the subject interests as part of this case, the original gift tax valuation to support the 2010 gift, the valuation performed by the IRS to determine the deficiency, two valuations performed by experts hired by the Petitioner to redetermine the deficiency, and a final valuation performed by a second IRS expert. After several years in the courts, an opinion was issued in 2023.

Major considerations in this case were twofold, the first was whether it was appropriate to value the subject non-controlling interests in TBC, a profitable, operating company, with a long and established history of operations, based all or in part on the market value of its assets by applying an Asset Approach. The second major consideration, was whether it was appropriate to tax affect the Company’s earnings given its S corporation status.

Ultimately the court accepted the valuation methodology applied by one of the Petitioner’s experts, who relied on the application of an income approach and a market approach to develop a value indication. Notably neither of the Petitioner’s experts applied an Asset Approach to determine the value of the subject interest. The court also allowed for tax affecting under the SEAM method. 


Exam History

		706s



				Statistics on Estates

				Year		Tax Collected ($billions)		706s Filed		706s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   14.1		33,719		3,250		11.6%		$   3,300		M		9.6%

				2014		$   17.6		35,619		2,850		8.5%		$   775		M		8.0%

				2015		$   18.0		36,130		2,770		7.8%		$   428		M		7.7%

				2016		$   19.9		35,042		3,187		8.8%		$   790		M		9.1%

				2017		$   21.8		33,690		2,876		8.2%		$   799		M		8.5%

				2018		$   22.7		32,847		2,898		8.6%		$   1,500		B		8.8%

				2019		$   16.0		25,742		2,282		6.9%		$   483		M		8.9%

				2020		$   17.1		15,023		1,454		5.6%		$   384		M		9.7%

				2021		$   23.4		28,473		1,635		10.9%		$   1,300		B		5.7%

				2022		$   28.9		27,088		1,398		4.9%		$   1,800		B		5.2%



				2013 – 2022 IRS Data Book, Tables 1, 2, 9a, 17b, 18

				* For years 2013 - 2018 , Data Book reports data on “returns examined” in Table 9a and calculates % examined as 709s examined divided by 709s filed in prior year, Data Book explains examination activity generally was for returns filed in prior year. For 2019, data reported in table 17b changed to “examinations closed”, with %









				Statistics on Gifts

				Year		Tax Collected ($billions)		709s Filed		709s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   5.8		371,747				1.1%		$   1,200		B		0.0%

				2014		$   2.6		267,600				0.8%		$   1,300		B		0.0%

				2015		$   2.1		238,324				0.9%		$   286		M		0.0%

				2016		$   2.5		249,302				0.8%		$   303		M		0.0%

				2017		$   1.9		242,426				0.8%		$   440		M		0.0%

				2018		$   1.2		244,570				0.9%		$   465		M		0.0%

				2019		$   1.6		239,618				0.8%		$   301		M		0.0%

				2020		$   1.1		158,095				0.5%		$   272		M		0.0%

				2021		$   4.6		282,054				0.8%		$   477		M		0.0%

				2022		$   4.4		270,142				0.3%		$   762		M		0.0%

				Year		Tax Collected ($billions)						% of Returns Examined				Recommended Additional Tax After Exam ($millions)

						706s		709s				706s		709s		706s		709s

				2013		$   14.1		$   5.8				11.6%		1.1%		$   3,300		$   1,200

				2014		$   17.6		$   2.6				8.5%		0.8%		$   775		$   1,300

				2015		$   18.0		$   2.1				7.8%		0.9%		$   428		$   286

				2016		$   19.9		$   2.5				8.8%		0.8%		$   790		$   303

				2017		$   21.8		$   1.9				8.2%		0.8%		$   799		$   440

				2018		$   22.7		$   1.2				8.6%		0.9%		$   1,500		$   465

				2019		$   16.0		$   1.6				6.9%		0.8%		$   483		$   301

				2020		$   17.1		$   1.1				5.6%		0.5%		$   384		$   272

				2021		$   23.4		$   4.6				10.9%		0.8%		$   1,300		$   477

				2022		$   28.9		$   4.4				4.9%		0.3%		$   1,800		$   762





Designations



						              Appraisal Designations

				Organization		American Society of Appraisers (ASA)				National Association of Certified Valuators and Analysts (NACVA)		American Institute of Certified Public Accountants (AICPA)				CFA Institute

				Credential Name		Accredited Senior Appraiser (ASA)		Accredited Member (AM)		Certified Valuation Analyst     (CVA)		Accredited in Business Valuation (ABV)				Chartered Financial Analyst (CFA)

				Year Credential Instituted		1981				1991		1997				1963

				Prerequisite Requirements for Certification:

				Education		Four-year college degree / equivalent				College degree		College degree				Bachelor degree / equivalent

				Experience in Business Valuation		5 years		2 years		2 years for non-CPAs		Yes				No

				Credentials Required		No				CPA (if less than 2 years)		No				No

				Reference Required		Yes				Yes		No				Yes

				Submit of Client Report		Yes (1 report)		No		In lieu of case study		No				No

				Case Study		No		No		Yes or experience alternative		No				No

				Testing Requirements:

				Proctored Exam		Yes		No		Yes		Yes				Yes

				Length of Proctored Exam		8 hours		N/A		5 hours		6.5 hours				13.5 hours

				Recertification Requirements:

				CPE in BV/Related Areas		Yes				Yes		Yes				No

				Hours of CPE/Term		100 credit hours every 5 years, minimum USPAP CE				60 Points/60 hour CPE requirement every 3 years		Attest / renew annually, report 60 hrs every 3 years				N/A

				Continuing Experience		No				No		No				No

				Other Credential Features:

				Requirement to Adhere to BV Standards		Yes				Yes		Yes				No





QA and AD titles

				Qualified Appraisal and Qualified Appraiser

				Source: Treasury Reg. §1.170A-17

				Adequate Disclosure

				Source: Treasury Reg. §301.6501(c)-1

				IRS Revenue Ruling 59-60

				Valuing the stock of a Closely-Held Corporation

				Quick Reference

				IRS Publications, Treasury Regulations and Revenue Rulings 						Potentially remove

				Estate of Scott M. Hoensheid v. Commissioner

				T.C. Memo 2023-34						Remove docket #s

				Ronald Schlapfer v. Commissioner

				T.C. Memo 2023-65

				Estate of Cecil v. Commissioner

				T.C. Memo 2023-34





Adequate Disclosure (f)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg.		Description of transferred property and any consideration received by transferor						Tax Preparer

						§301.6501(c)-1(f)(2)(i)

						Treasury Reg.		Identity of, and relationship between, transferor and tranferee(s)						Tax Preparer

						§301.6501(c)-1(f)(2)(ii)

						Treasury Reg.		If property is transferred in trust, trust's tax identification number and either: (a) brief description of terms governing trust, or (b) copy of trust instrument						Tax Preparer

						§301.6501(c)-1(f)(2)(iii)



						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.						Tax Preparer

						§301.6501(c)-1(f)(2)(v)



						Treasury Reg.		Tax preparer makes the appropriate FMV disclosures (following slides)
						Tax Preparer

						§301.6501(c)-1(f)(2)(iv)

								                                     OR

						Treasury Reg.		Tax preparer submits Appraisal (following slides)
						Prepared by: Qualified Appaiser  Submitted by:    Tax Preparer

						§301.6501(c)-1(f)(3)(iv)







Adequate Disclosure (f)(2)(vi)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(2)(iv)		Detailed description of the method used to determine the fair market value of property transferred which includes:

								-		Financial data (e.g., balance sheets with explanations of adjustments) utilized in determining value;

								-		Restrictions on transferred property considered in determining fair market value; and

								-		Description of adjustments claimed in valuing transferred property (e.g., discounts for blockage, minority or fractional interests, and lack of marketability).

								If transferred property is an interest that is actively traded on an established exchange:

								-		Recitation of exchange where interest is listed;

								-		CUSIP number of security; and

								-		Mean between highest and lowest quoted selling prices on valuation date.

								If transferred property is an interest in entity that is not actively traded:

								-		Discounts claimed in valuing interests in entity or assets owned by entity;

								-		Net asset value of entity;

								-		Pro rata portion of entity transferred; and           

								-		Fair market value of interest transferred as reported on return.

								If the entity that is the subject of the transfer owns an interest in another non-actively traded entity (either directly or through ownership of an entity), the information required in this paragraph (f)(2)(iv) must be provided for each entity if the information is relevant and material in determining the value of the interest. 





Adequate Disclosure (f)(3)(iv)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(3)(iv)		Submission of Appraisals 

								(i) The Appraisal is prepared by an appraiser who satisfies all of the following requirements:

								A.		The appraiser is an individual who holds themselves out to public as appraiser or performs appraisals on a regular basis;

								B.		Based on the their qualifications, including their background, experience, education, and professional appraisal association memberships The appraiser is qualified to make appraisals of the type of property being value

								C.		The appraiser is not the donor or the donee of the property or a member of the family of the donor or done or any person employed by the donor, the donee, or a member of the family of either.

								(ii) The appraisal contains all of the following:

								A.		The date of the transfer, the date on which the transferred property was appraised, and the purpose of the appraisal.

								B.		A description of the property.

								C.		A description of the appraisal process employed.

								D.		A description of the assumptions, hypothetical conditions, and any limiting conditions and restrictions on the transferred property that affect the analyses ,opinions, and conclusions.

								E.		The information considered in determining the appraised value including all financial data used. 

								F.		The appraisal procedures followed, and the reasoning that supports the analyses, opinions, and conclusions. 

								G.		The valuation method utilized, the rationale for the valuation method, and the procedure used in determining the fair market value of the asset transferred.

								H.		The specific basis for the valuation, such as specific comparable sales or transactions, sales of similar interests, asset-based approaches, merger-acquisition transactions, etc.





Adequate Disclosure (e)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg. §301.6501(c)-1(e)(2)(i)		Description of transaction, including description of transferred and retained interests and method(s) used to value each						Qualified Appraiser and/or Tax Preparer



						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions						Tax Preparer

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg. §301.6501(c)-1(e)(2)(iii)		Detailed description (including actuarial factors and discount rates used) of the method used to determine amount of gift arising from transfer (or taxable event), including, in the case of an equity interest is not actively traded, the financial and other data used in determining value. Financial data should generally include balance sheets, statements of net earnings, operating results, and dividends paid for each of 5 years immediately before valuation date.						Qualified Appraiser and/or Tax Preparer







HoldCo Assets - Liquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				More Liquid & FMV Prices are More Readily Available		Potential Sources for FMV Indications		Potential Issues with FMV Indications

				Cash and equivalents		Account statements		None

				Public equities		Account statements		None

						Public Databases (e.g. public search engine, Bloomberg, S&P Capital IQ)

				Secured third-party loans and receivables		Account statements		May not reflect the actual FMV due to current interest rate environment

						Amortization schedules

						Cash-out value prepared by the borrower or lender







HoldCo Assets - Illiquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private entities		Letter-of-intent

						Buy-sell agreement formula		Not a qualified appraisal

						Transaction of similar interests amongst owners		A formula clause in an agreement may not reflect current market pricing

						Industry "Rule of Thumb"		May not consider current economic, industry and company specific factors impacting value

						Management's internal calculation

						Appraisal performed for a different purpose		Another valuation report may state it cannot be used for any other purpose

				Real estate		Recent Sales		Not a qualified appraisal

				(Wholly owned and tenancy in common)		Public Databases (e.g. Zillow, Redfin,CoStar, etc.)		Reliance on algorithms vs. property fundamentals

								Market approach usually relied upon (without consideration of income approach)

				Mineral interests		Royalty valuation rules-of-thumb		Not a qualified appraisal

						Letter-of-intent

						Executive management provided values

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









HoldCo Assets - Illiquid (2)

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private funds  (e.g. private equity, venture capital, private real estate funds, etc.)		K-1s		Not a qualified appraisal

						Other investment reports generated by the fund for investors (e.g. adjusted balance sheets, estimated property values, etc.)		Statement dates and valuation date could be months apart

								May not reflect equity "waterfall" structure

						Fund prepared capital account statements

						Account statements		Not a qualified appraisal

				Related-party loans         (assets and/or liabilities)		Amortization schedules		May not reflect the terms of the loans (e.g., default interest rates, overdue, etc.)

						Executive management's internal calculation		Out of market rates

				Art, collectibles, vehicles, and equipment		Recent Sales		Not a qualified appraisal

						Auction websites		May reflect a specific buyer price and not a market price (e.g. sentimental value vs. market value, needed to complete a collection, etc.)

						Appraisal blogs

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









Hoenshied Timeline (3)



														Form 706 Claims $40m Gross Estate, $30 million Taxable Estate



														2015 Tax Return Selected for Examination



														IRS Proposed to Disallow Charitable Contribution



														IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														IRS Issued Amended Notice of Deficiency and Increased Penalty

														1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

														2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

														3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

														4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

														5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline (2)



														April 2016		2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction



														December 2017		2015 Tax Return Selected for Examination



														December 2018		IRS Proposed to Disallow Charitable Contribution



														October 2019		IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														August 2020		IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline

																																Focus on this - maybe don't need any of the previous squares because my emphasis is not on the timing issue, but on the qualified appraisal issue

																																Second paragraph pg. 15, burden is on the petitioner with respect to 1) whether they made a valid gift of share to Fidelity Charitable, and 2) whether they are entitled to a charitable contribution deduction.

																																Issues are whether a valid gift was made (pg 16, para 2) and on what date (not detailing this part in the presentation), then *respondent(?) must determine the tax consequences, including eligibility for a charitable contribution deduction, of any gift by petitioners.

								Don't need this one								Don't need this one												Not focus of presentation				Petitioner argues gift was made June 11, 2015, respondent argues gift was made on July 13, 2015 when Fidelity received stock certificate. Court concluded (pg 25, D) that petitioners divested themselves of title on July 13 (petitioners failed to establish that any elements of a valid gift were present on June 11, 2015.

																																Pg. 34, III, Charitable Contribution - we have concluded that petitioners did make a valid gift and although we have determined that gift to be an assignment of income (VS. A GIFT OF STOCK??), petitioners may neverless be entitled to a charitable contribution.

																												This is the meat of what I want to present (pg. 36, B)				Respondent asserts that petitioners have failed to satisfy both requirements (CWA and qualified appraisal) and thus are NOT entitled to a charitable contribution deduction for the gift of CSTC shares to Fidelity Charitable.

				December 2014				Early January 2015				April 1, 2015				Mid-April 2015				June 11, 2015				June 12, 2015				July 10, 2015				April 14, 2016				2019

				3 Shareholders (brothers) decided to sell CSTC, engaged FINNEA Group				FINNEA began soliciting bids and received several letters of intent				Private Equity firm submitted a LOI to acquire CSTC for $92 million				Shareholder considers charitable contribution of CSTC stock to a donor-advised fund				Shareholder signs agreement to transfer an undefined number of shares to the donor-advised fund				Private Equity firm approves acquisition of CSTC subject to due diligence				Private Equity firm approves acquisition of CSTC subject to due diligence				2015 Tax Return filed, no capital gains on 1,380 shares and claimed charitable contribution deduction of $3,282,511				Scott Hoensheid died. His estate filed 706 reporting $40 million in gross assets and $30 million in taxable assets.

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares																				Form 8283, Noncash Charitable Contribution with a date of June 11, 2015.

																																Declaration of appraiser signed by Brian Dragon as appraiser (pg 13-14 Tax Memo). Attached was a document entitled "CSTC Fidelity Gift Fund Valuation" which purported to be a qualified appraisal.

				It involves the contribution of appreciated shares of stock in a closely held corporation to a charitable organization that administers donor-advised funds for tax-exempt purposes under section 501(c)(3).1 The contribution was made near contemporaneously with the

																April 2016				December 2017				 December 2018				October 2019				August 2020

																2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction				2015 Tax Return Selected for Examination				IRS Proposed to Disallow Charitable Contribution				IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662				IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Sub Comp Cases

						Court Case		Doctrine of Substantial Compliance 

						Bond v. Commissioner, 100 T.C. 32, 41 (1993)		The purpose of the qualified appraisal requirements it "to provide the IRS with information sufficient to evaluate claimed deductions and assist it in detecting overvaluations of donated property."

						Costello v. Commissioner, T.C. Memo. 2015-87		The purpose of the appraisal is to 'show the work' so as to obviate the injection of unfouded guessing into the tax scheme. 

						Hewitt v Commissioner, 109 T.C. 258, 265 & n.10 (1997)		Describing substantial compliance as applicable where the taxpayer "has provided most of the information required" or made ommissions "solely through inadvertance".

						Estate of Evenchik v. Commissioner, T.C. Memo 2013-34		We thus generally decline to apply substantial compliance where a taxpayer's appraisal either (1) fails to meet substantive requirements in the regulations or (2) omits entire categories of required information.

						Legistlative history





Cecil Gifts

												William Cecil, Sr.																Mary Cecil







				Grandchild 1				Grandchild 2				Grandchild 3				Grandchild 4				Grandchild 5				Child 1								Child 2

				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class A Voting								Class A Voting





Cecil Timeline









				2010				2014								2023

				Gifts Made, 709s timely filed 				Notice of Deficiency Issued to Taxpayers March 2014				Taxpayer Experts and IRS Expert Perform Valuations 				Tax Court Memo Filed February 2023





Cecil Methods

								Adams Value after Discounts		$   10,190,465

								Number of Shares		10,000				15.76

								Per Share		$   1,019



						Original Gift Valuation Dixon Hughes		IRS Notice of Deficiency		Taxpayer Expert (Adams)		Taxpayer Expert (Hawkins)		IRS Expert (Morrison)



				Method Applied		Methods Applied

				Asset Approach		50%		100%		not applied		not applied		10%

				Income Approach		50%				50%		50%		90%

				Market Approach						25% / 25%		50%		not applied

						Pass-Through Entity Tax Affecting Applied				Tax Affecting

				Tax-Affecting (Income Approach)						Yes / No*		Yes @24.6%		Yes @17.6%

						Discounts Applied

				Discount for Lack of Control						20%				38% (Asset)

				Discount for Lack of Marketability						30%		25%		19% - 27%

				Discount for Lack of Voting Rights						not applied		2%		not applied

						Equity  Value (After Discounts)

				Total Equity Value		~$22.3 million		~$50 million		~$10.2 million		~$12.3 million**		~$15.8 million

						Per Share Equity Value

				Class A Voting		$3,308				$1,019		$1,131		$4,000

				Class B Non-Voting (smaller block)		$2,236		$5,000**		$1,019		$1,108		$3,276

				Class B Non-Voting (larger block)		$2,236		$5,000**		$1,019		$1,108		$3,066

				*Adams value without tax-affecting not presented.

				** Inferred from facts provided in Tax Court Memo.



		Hawkins		Income						Hawkins Value after Discounts		$   13,638,300

		NCF		1,162,600						Number of Shares		10,000

		Cap Rate		10.7%						Per Share		$   1,364

		Total Equity		10,865,421

		SEAM S Corp Benefit		2,772,879

		Equity + S Corp Benefit		13,638,300

				10,000.00

		Income		1353.83

		Market

		Class A		1131.00

		Class B		1108.00

				11080000





Tax Affect Cases (2)

						Court Case		Cited Rationale for Disallowing or Allowing Tax Affecting

						Gross v. Commissioner, T.C. Memo 1999-254		As a theoretical matter, we do not believe that 'tax-affecting' an S corporation's projected earnings is an appropriate measure to offset that potential burden associated with S corporations.

						Estate of Gallagher v. Commissioner, T.C. Memo 2011-148		Finding tax affecting not appropriate where appraiser failed to explain his reasoning for tax affecting

						Dallas, T.C. Memo 2006-244		Finding tax affecting not appropriate when the taxpayer assumed that an S corporation would lose its S corporation status after a sale

						Wall v. Commissioner, T.C. Memo 2001-75		("[T]ax affecting as S corporation's income, and then determiningthe value of that income be reference to the rates of return on taxable investments, means that an appraisal will give no value to S corporation status.")

						Estate of Jones, T.C. Memo 2019-101		Court concluded that tax-affecting was appropriate because the experts agreed to take into account the form of the business entity and agreed on the entity type

						Estate of Jackson v. Commissioner, T.C. Memo 2021-48		Court did not find  tax-affecting appropriate based on the assumption that a buyer would be a C corporation

						Qualifier for Jackson:		We do not hold that tax affecting is never called for. But our cases show how difficult a factual issue it is to demonstrate even a reasonable approximation of what that effect would be. In Estate of Jones, there was expert evidence on only one side of the question that made a difference.

						Estate of Cecil v. Commissioner, T.C. Memo 2023-24		Experts on both sides agree the tax affecting is necessary to value the subject stock.

						Qualifier for Cecil:		We emphasize, however, that while we are not necessarily holding the tax affecting is always, or even more often than not, a proper consideration for valuing an S corporation.





Sorenson Timeline



				December 31, 2014				December 31, 2014				March 31, 2015								2022

				$5 Million Defined Value Gifts to Grantor Trusts 				Nonvoting Shares Valued at $532.79 Per Share				Sold 5,365 Nonvoting Shares to Grantor Trust for $532.79 Per Share				IRS Notice of Deficiency for March 2014 Gift, Valuing Shares at $2,734.80				December 2014 Settlement               $1,640 Per Share				December 2015 Settlement               $1,722 Per Share

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares





Sorensen

				per share		Number of shares		Value of gift				Source 

		12/31/14		$   532.79		9,384.56		$   5,000,000				DHG Valuation

		3/31/15		$   532.79		5,365.00		$   2,858,418						Secured promissory note

		11/15/21								$   1,000,000,000		Company sold

								Each Trust received		$   153,000,000



		Notice of Deficiency 2014 Gift		$   1,923.56

		Notice of Deficiency 2015 Gift		$   2,076.86

						Gift Tax in Dispute		Penalties in Dispute

		Notice of Deficiency 2014 Gift		$   1,923.56		$   8,950,000		$   3,580,000

		Notice of Deficiency 2015 Gift		$   2,076.86		$   4,620,000		$   1,850,000

						$   13,570,000		$   5,430,000





Not Used>>





IRS Budget

						Year		IRS Operating Costs (in billions of 2021 dollars)		Average tax collected per capita (in 2021 dollars)*		Full-time equivalent IRS positions		Technology and Business System Modernization Costs (in millions of 2021 dollars)**								Cost of collecting $100 (in dollars)

						1991		$11.48		$8,499		114,628										0.56

						1992		$11.83		$8,396		116,673										0.58

						1993		$12.44		$8,450		113,460										0.6

						1994		$12.51		$8,831		110,748		$1,149.80								0.57

						1995		$12.39		$9,146		112,024		$1,396.70								0.54

						1996		$11.89		$9,488		106,642		$1,170.80								0.49

						1997		$11.53		$10,008		101,703		$394.50								0.44

						1998		$12.07		$10,619		98,037		$408.20								0.43

						1999		$13.04		$11,053		98,730		$488.30								0.43

						2000		$12.70		$11,651		97,074		$342.90								0.39

						2001		$13.13		$11,385		97,707		$53.70								0.41

						2002		$13.36		$10,515		99,181		$58.20								0.45

						2003		$13.47		$9,864		98,819		$72.30								0.48

						2004		$13.62		$9,840		97,597		$70.20								0.48

						2005		$14.03		$10,600		94,282		$58.20								0.46

						2006		$13.83		$11,290		91,717		$289.20								0.42

						2007		$13.65		$11,617		92,017		$305.40								0.4

						2008		$13.86		$11,307		90,647		$309.10								0.41

						2009		$14.37		$9,612		92,577		$280.20								0.5

						2010		$14.90		$9,388		94,711		$353.40								0.53

						2011		$14.56		$9,306		94,709		$403.90								0.51

						2012		$13.93		$9,464		90,280		$414.30								0.48

						2013		$13.21		$10,478		86,974		$300.20								0.41

						2014		$13.00		$10,986		84,133		$281.70								0.38

						2015		$12.71		$11,742		79,890		$276.10								0.35

						2016		$12.98		$11,623		77,924		$434.10								0.35

						2017		$12.56		$11,595		76,832		$347.90								0.34

						2018		$12.52		$11,422		73,519		$267.00								0.34

						2019		$12.38		$11,484		73,554		$365.50								0.33

						2020		$12.64		$11,061		75,773		$312.90								0.35

						2021		$13.70		$12,367		78,661		$347.90								0.33

						2022		$12.30

						2023		$12.30

						2024		$14.10

						Source: IRS and author calculations.



						*Based on total collections from all sources



						**Tech spending in 2000 includes Y2K funding

						taxfoundation.org; IRS Is Raising More with Less, But New Funding Misses the Mark; August 29, 2022, Scott Hodge





Exemptions

										Exemption through the Years

										Federal estate taxes exempt a share of estates from federal estate taxes. For the 2023 tax year, if an estate is worth less than $12.92 million, no federal estate taxes may apply.

										Year		Single Exclusion Amount		Married Exclusion Amount

										2013		$   5,250,000		$   10,500,000

										2014		$   5,340,000		$   10,680,000

										2015		$   5,430,000		$   10,860,000

										2016		$   5,450,000		$   10,900,000

										2017		$   5,490,000		$   10,980,000

										2018		$   11,180,000		$   22,360,000

										2019		$   11,400,000		$   22,800,000

										2020		$   11,580,000		$   23,160,000

										2021		$   11,700,000		$   23,400,000

										2022		$   12,060,000		$   24,120,000

										2023		$   12,920,000		$   25,840,000

										2024E*		$   13,610,000		$   27,220,000

										2025E*		$   14,160,000		$   28,320,000

										January 1, 2026 SUNSET

										2026E*		$   7,000,000		$   14,000,000

										Chart Source: TheBalance, November 15, 2022

										*Estimated figures adjusted annually on January 1st based on inflation.

										If Congress does nothing between now and January 1, 2026, the exemptions will by cut in half (adjusted for inflation).





Seven Springs

		Seven Springs Appraised Values vs. Trump Estimates

						1995		$   7,500,000		purchase price

						2000		$   25,000,000		bank appraisal - as-is market value

						2006		$   30,000,000		bank appraisal - as-is market value



						2011		$   261,000,000		Statement reported value

						2012		$   291,000,000		Statement reported value

						2013		$   291,000,000		Statement reported value

						2014		$   291,000,000		Statement reported value

						Statement asserted that this property is zoned for 9 luxurious homes and the valuation is based on an assessment make by Mr. Trump in conjunction with his associates of the projected net cash flow which would derive as those units are constructed and sold, and the estimated fair market value of the existing mansion and other buildings.

								One mansion		$   23,000,000

						Supporting spreadsheets provided to Mazars (accounting firm). No fair value analyses were done to support these values.

								Assets		2011		2012		2013		2014

								Seven mansions approved		$   161,000,000		$   161,000,000		$   161,000,000		$   161,000,000		selling price of $35 million less cost of $12 million

								Main mansion		$   70,000,000		$   100,000,000		$   100,000,000		$   100,000,000

								Remaining land		$   30,000,000		$   30,000,000		$   30,000,000		$   30,000,000









Adequate Disclosure (2)



						Adequate Disclosure Requirements				Prepared & Submitted by

								a) Appraisal meeting these requirements: 		Tax Preparer

						Treas. Reg.		(i) Is prepared and signed by individual who:

						301.6501(c)-1(f)(2)(iv)		-1

								-2

								(3) is someone other than donor, donee, member of family of donor or donee, or employee of donor, donee, or member of family of donor or donee.

						Adequate Disclosure Requirements

						Treas. Reg.		a) Appraisal meeting these requirements: 

						301.6501(c)-1(f)(2)(iv) (continued)		(ii) Provides: 

								(1) date of transfer, date of appraisal, and purpose of appraisal;

								(2) description of transferred property;

								(3) description of appraisal process;

								(4) description of assumptions, conditions, and restrictions affecting appraisal;

								(5) all information considered in determining appraised value;

								(6) procedures followed and underlying reasoning;

								(7) valuation method used, rationale for method, and procedure used in determining fair market value of transferred property; and

								(8) specific basis for valuation.

						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.

						§301.6501(c)-1(f)(2)(v)

						Adequate Disclosure Requirements

						Treasury Reg.		Description of transaction, including description of transferred and retained interests and method(s) used to value each

						§301.6501(c)-1(e)(2)(i)

						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg.		Detailed description, including actuarial factors and discount rates used, of method used to determine amount of gift arising from transfer or taxable event

						§301.6501(c)-1(e)(2)(iii)

						Treasury Reg.		If transfer is of entity interest not actively traded, detailed description of financial and other data used in determining value, generally including: (a) balance sheets, (b) statements of net earnings, (c) operating results, and (d) dividends paid for each of 5 years immediately before valuation date

						§301.6501(c)-1(e)(2)(iv)





706s Filed history

		Table 1. United States: Total Number of Returns Filed by Type of Return 

		Type of Return

				2005		2006		2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				(1)		(2)		(3)		(4)		(5)		(6)		(7)		(8)		(9)		(10)		(11)		(12)		(13)		(14)		(15)		(16)		(17)

		Grand Total                             		226,297,970		230,895,904		237,383,281		252,537,925		238,303,718		235,160,163		234,859,243		239,206,641		240,544,811		242,603,047		245,390,930		246,799,870		248,305,380		253,758,970		256,220,410		246,671,690		263,937,860

		   Paper Grand Total		148,289,350		147,840,351		146,293,004		150,306,315		128,117,087		118,306,489		99,900,419		93,595,701		88,633,064		84,774,458		81,480,540		77,469,710		74,390,920		73,506,740		70,096,700		49,231,970		58,152,650

		   Electronic Grand Total		78,008,620		83,055,553		91,090,277		102,231,610		110,186,631		116,853,674		134,958,824		145,610,940		151,911,747		157,828,589		163,910,390		169,330,160		173,914,460		180,252,230		186,123,710		197,439,720		205,785,210

		Total Primary Returns		209,304,910		212,642,595		217,161,490		231,728,688		216,415,487		211,353,115		213,279,515		216,698,081		216,619,447		219,224,339		220,887,670		222,596,270		221,872,280		225,953,040		227,626,050		223,208,780		232,322,110

		Individual Income Tax, Total 		133,023,130		135,197,433		138,471,446		154,709,342		143,525,712		141,458,813		144,002,430		146,455,969		145,851,813		147,520,374		148,649,940		150,640,090		150,815,030		153,444,970		154,430,820		160,884,420		165,225,530

		 Forms 1040, 1040-SR, and 1040-SP, Total *																																160,077,450		164,399,240

		 Forms 1040, 1040-A, and 1040-EZ, Total *		132,275,830		134,421,400		137,725,325		153,832,040		142,580,826		140,599,267		143,173,210		145,601,194		145,021,067		146,660,109		147,777,430		149,735,730		149,866,290		152,461,280		153,462,980

		  Total Paper Individual Returns *		63,811,990		61,181,900		57,863,242		64,059,483		47,222,531		42,001,133		31,250,530		26,816,450		23,810,660		21,948,655		20,037,360		18,683,140		18,202,780		17,760,660		15,963,960		10,608,430		14,029,090

		     Paper Form 1040		45,459,870		42,175,284		40,166,007		39,093,746		32,422,102		29,763,340		21,534,740		18,373,026		16,248,704		15,211,099		13,299,800		13,366,820		12,707,400		12,506,340		15,963,960		9,094,770		12,133,360

		     Paper Form 1040-A		10,025,880		9,270,201		8,337,268		15,939,026		7,504,548		6,617,781		5,306,380		4,543,455		3,973,861		3,504,664		3,504,660		2,904,330		2,939,760		2,728,180

		     Paper Form 1040-EZ		8,326,250		9,736,415		9,359,967		9,026,711		7,295,881.00		5,620,012		4,409,410		3,899,969		3,588,095		3,232,892		3,232,890		2,412,000		2,555,610		2,526,150

		     Paper Form 1040-SR																														N/A		1,513,650		1,894,400

		     Paper Form 1040-SP																														N/A		N/A		1,330

		  Total Electronic Individual Returns*		68,463,840		73,239,500		79,862,083		89,772,557		95,358,295		98,598,134		111,922,680		118,784,744		121,210,407		124,711,454		127,740,070		131,052,590		131,663,510		134,700,620		137,499,020		149,469,020		150,370,150

		     Online Filing		17,084,720		20,306,214		22,533,362		26,894,530		32,183,578		34,252,127		39,083,840		43,281,067		44,520,830		47,292,305		49,676,890		52,616,630		53,111,840		54,900,880		57,346,260		70,513,830		66,416,470

		     Practitioner Electronic Filing		48,085,440		52,933,286		57,328,721		62,878,027		63,174,717		64,346,007		72,838,840		75,503,677		76,689,577		77,419,149		78,063,180		78,435,970		78,551,670		79,799,750		80,152,760		78,955,200		83,953,680

		     Telefile		3,293,680

		 Forms 1040-NR/NR-EZ/C		629,450		654,554		621,810		642,569		702,607		621,314		602,692		636,579		615,384		659,167		682,620		720,670		771,810		820,030		805,330		692,490		680,360

		     Electronic Form 1040-NR																								- 0		158,750		242,250		275,480		298,030		302,070

		 Forms 1040-PR and 1040-SS		117,850		121,479		124,311		234,733		242,279		238,232		226,531		218,196		215,362		201,098		189,900		183,680		176,940		163,650		162,520		114,480		145,930

		     Electronic Forms 1040-PR and 1040-SS										94,519		93,132		74,733		76,234		55,872		45,730		40,380		41,790		41,590		35,980		38,720		45,950		46,180

		Individual Estimated Tax, Form 1040-ES, Total		29,098,650		30,182,263		30,897,249		29,218,011		26,031,320		23,380,380		23,308,676		23,430,705		23,456,821		23,608,340		23,982,960		23,068,770		22,229,490		22,367,650		22,284,230		17,567,290		12,643,430

		     Paper Form 1040-ES		29,033,020		30,105,435		30,805,582		29,121,190		25,946,757		23,289,458		23,206,646		23,311,092		23,300,805		23,454,421		23,830,620		22,911,370		21,993,850		22,146,430		22,034,260		17,328,400		12,425,700

		     Electronic (Credit Card) Form 1040-ES		65,630		76,828		91,667		96,821		84,563		90,922		102,030		119,613		156,016		153,919		152,340		157,400		235,640		221,210		249,970		238,890		217,730

		Fiduciary, Form 1041, Total		3,698,640		3,751,386		3,729,793		3,110,569		3,095,891		3,051,389		3,036,900		3,047,673		3,178,797		3,215,902		3,174,930		3,187,540		3,115,760		3,133,750		3,158,290		2,831,110		3,256,910

		   Paper Form 1041		2,347,990		2,386,080		2,341,672		2,354,985		2,314,460		2,179,555		1,281,060		969,958		903,661		855,752		698,410		645,450		562,510		530,020		488,190		155,390		525,240

		   Electronic Form 1041		1,350,650		1,365,306		1,388,121		755,584		781,431		871,834		1,755,840		2,077,715		2,275,136		2,360,150		2,476,520		2,542,080		2,553,250		2,603,740		2,670,100		2,675,720		2,731,670

		Fiduciary Estimated Tax, Form 1041-ES		839,180		649,017		805,407		928,532		457,310		335,821		382,447		424,069		510,097		609,318		744,210		633,020		547,140		699,100		751,140		640,670		626,180

		Partnership, Forms 1065/1065-B, Total       		2,720,290		2,934,597		3,146,994		3,348,845		3,423,583		3,434,905		3,524,808		3,550,071		3,649,385		3,766,567		3,862,690		3,978,260		4,043,350		4,223,800		4,314,850		4,114,980		4,653,390

		     Paper Forms 1065/1065-B		2,539,920		2,640,080		2,681,286		2,653,445		2,440,384		2,166,949		1,724,283		1,294,804		1,102,573		946,282		758,310		663,130		580,020		540,250		479,790		108,580		494,380

		     Electronic Forms 1065/1065-B		180,370		294,517		465,708		695,400		983,199		1,267,956		1,800,525		2,255,267		2,546,812		2,820,285		3,104,380		3,315,130		3,463,330		3,683,550		3,835,050		4,006,400		4,159,010

		Corporation Income Tax, Total   		6,159,450		6,355,969		6,619,777		6,865,246		6,782,770		6,706,386		6,701,373		6,671,172		6,685,423		6,767,436		6,823,390		6,968,120		6,930,910		7,235,750		7,340,360		6,720,620		7,670,840

		     Total Paper Corporation Returns		5,948,620		5,805,599		5,745,530		5,595,892		5,006,639		4,474,723		3,565,238		2,835,152		2,435,127		2,126,599		1,810,390		1,671,390		1,481,230		1,431,910		1,314,330		521,540		1,254,140

		     Total Electronic Corporation Returns		210,830		550,370		874,247		1,269,354		1,776,131		2,231,663		3,136,135		3,836,020		4,250,296		4,640,837		5,013,000		5,296,740		5,449,680		5,803,840		6,026,030		6,199,080		6,416,700

		  Form 1120		2,012,690		2,205,543		2,203,943		2,185,188		2,074,852		1,961,773		1,927,509		1,881,483		1,842,717		1,827,649		1,794,160		1,807,400		1,725,600		1,761,200		1,770,910		1,559,980		1,813,570

		    Paper Form 1120																								491,940		422,530		397,170		357,850		134,520		320,830

		    Electronic Form 1120		56,960		150,435		239,808		336,779		452,437		552,888		789,114		974,631		1,078,505		1,169,607		1,252,940		1,315,460		1,303,070		1,364,030		1,413,060		1,425,470		1,492,750

		  Form 1120-A		210,880

		  Form 1120-F		26,910		27,984		27,605		33,222		32,107		32,512		33,690		36,324		39,513		42,514		44,600		47,990		48,100		51,080		51,930		43,960		57,530

		    Paper Form 1120-F																								24,140		22,680		21,300		19,890		9,420		19,520

		    Electronic Form 1120-F								313		1,607		2,794		6,255		9,243		12,441		16,387		19,870		23,850		25,410		29,780		32,040		34,540		38,010

		  Form 1120-FSC		1,100		847		595		479		323		222		146		122		111		87		80		70		90		50		50		30		10

		  Form 1120-H		171,550		186,379		204,958		223,841		224,300		230,796		232,777		237,588		241,770		246,378		247,620		252,640		255,100		262,540		265,530		110,390		335,070

		  Form 1120-RIC		11,040		11,039		11,356		12,404		13,248		13,337		13,415		14,235		15,889		16,320		16,930		18,090		18,210		17,980		18,220		2,530		19,130

		  Form 1120-S, Total		3,715,250		3,909,730		4,155,830		4,390,857		4,414,662		4,444,154		4,469,329		4,476,307		4,518,765		4,605,766		4,688,680		4,808,830		4,848,920		5,106,460		5,196,740		4,987,180		5,406,460

		    Paper Form 1120-S																								851,410		727,730		696,420		615,810		248,100		520,510

		    Electronic Form 1120-S		153,870		399,935		634,439		932,262		1,322,087		1,675,981		2,340,766		2,852,146		3,159,350		3,454,843		3,740,190		3,957,430		4,121,200		4,410,040		4,580,930		4,739,080		4,885,950

		  Forms 1120-L/ND/PC/REIT/SF, Total		10,020		11,071		11,944		13,875		14,621		14,967		15,578		16,264		17,685		19,794		22,270		23,780		25,600		27,180		27,840		13,250		30,070

		  Form 1120-C				3,376		3,546		5,380		8,657		8,625		8,929		8,849		8,973		8,928		9,040		9,300		9,290		9,260		9,140		3,310		9,010

		Small Corporation Election, Form 2553		550,550		530,297		516,505		475,602		410,358		384,648		388,664		391,180		396,102		434,216		442,070		463,810		468,380		498,030		472,070		338,090		484,090

		"REMIC" Income Tax, Form 1066		21,570		25,147		30,045		33,771		33,325		34,296		35,719		36,347		36,962		38,199		39,050		40,910		41,810		42,470		42,750		28,170		41,730

		Estate, Forms 706, 706-GS(D)/GS(T)/NA, Total 		54,850		59,978		47,298		48,274		42,366		23,014		12,582		28,061		33,719		35,619		36,130		35,040		33,690		32,850		23,080		16,390		29,120

		Gift, Form 709                          		265,460		264,315		255,123		257,010		238,851		226,241		223,090		260,426		371,747		267,600		238,320		244,970		242,430		244,570		250,100		173,360		253,640

		Employment, Total                       		31,058,040		30,803,939		30,717,441		30,502,853		30,158,258		29,730,957		29,371,428		29,692,167		29,826,675		30,206,367		30,088,110		30,532,810		30,584,480		31,089,490		31,583,610		27,540,550		34,071,800

		    Total Paper Employment Returns		25,200,310		25,166,224		24,742,274		24,146,682		23,469,762		22,737,280		21,829,015		21,482,092		20,847,707		20,397,217		19,358,560		18,695,550		17,756,410		17,320,620		16,648,840		11,586,780		16,524,590

		    Total Electronic Employment Returns 		5,857,730		5,637,715		5,975,167		6,356,171		6,688,496		6,993,677		7,542,413		8,210,075		8,978,968		9,809,150		10,729,550		11,837,260		12,828,070		13,768,870		14,934,770		15,953,780		17,547,210

		  Forms 940 and 940-PR, Total		5,936,840		6,045,937		6,139,763		6,172,266		5,961,939		5,749,925		5,676,336		5,606,510		5,699,137		5,778,612		5,720,620		5,821,730		5,887,550		5,950,720		6,079,770		5,952,480		6,117,700

		    Paper Forms 940 and 940-PR		4,984,950		5,023,142		5,039,916		4,990,901		4,688,580		4,431,283		4,271,366		4,108,646		4,031,875		3,958,537		3,708,070		3,611,480		3,468,880		3,360,190		3,257,900		2,932,990		2,829,370

		    Form 940 E-File/Online/XML		951,890		1,022,795		1,099,847		1,181,365		1,273,359		1,318,642		1,404,970		1,497,864		1,667,262		1,820,075		2,012,560		2,210,250		2,418,670		2,590,520		2,821,870		3,019,490		3,288,340

		  Forms 941, 941-PR/SS, Total		24,705,850		24,351,004		23,869,212		23,508,192		23,477,280		23,399,755		23,169,884		23,631,895		23,707,012		24,012,372		23,983,130		24,337,170		24,365,900		24,821,090		25,192,720		21,315,750		27,689,950

		    Paper Forms 941, 941-PR/SS		19,800,020		19,736,084		19,003,122		18,345,350		18,077,116		17,731,947		17,039,186		16,926,902		16,403,780		16,032,172		15,283,000		14,729,970		13,972,100		13,661,440		13,101,590		8,406,570		13,460,620

		    Form 941 E-File/Online/XML		4,308,410		4,614,920		4,866,090		5,162,842		5,400,164		5,667,808		6,130,698		6,704,993		7,303,232		7,980,200		8,700,130		9,607,190		10,393,800		11,159,650		12,091,130		12,909,170		14,229,330

		    Form 941-TEL		597,430

		  Forms 943, 943-PR, and 943-SS, Total		262,580		258,033		249,571		249,067		227,341		219,739		221,209		203,370		201,525		201,954		195,420		194,380		189,840		186,950		181,750		169,340		165,800

		    Paper Forms 943, 943-PR, and 943-SS 																		201,525		201,779		193,590		189,560		182,960		178,440		171,280		157,160		151,080

		    Electronic Forms 943, 943-PR, and 943-SS 																		- 0		175		1,830		4,820		6,890		8,510		10,470		12,190		14,730

		  Forms 944, 944-PR, and 944-SS, Total		- 0		N/A		322,798		440,588		376,797		253,317		200,558		162,205		136,440		135,222		115,560		107,440		76,730		68,590		66,330		49,800		48,820

		    Paper Forms 944, 944-PR, and 944-SS 				N/A		313,568		428,624		361,824		246,090		193,813		154,987		127,966		126,554		101,890		93,980		69,910		60,860		58,500		41,370		39,400

		    Electronic Form 944		- 0		N/A		9,230		11,964		14,973		7,227		6,745		7,218		8,474		8,668		13,670		13,460		6,820		7,730		7,830		8,430		9,420

		  Form 945		150,850		146,916		134,236		130,790		113,134		106,379		101,667		86,362		80,791		76,429		71,610		70,270		62,660		60,340		61,190		51,660		47,800

		    Paper Form 945																		80,791		76,397		70,250				60,770		57,880		57,730		47,160		42,400

		    Electronic Form 945																		- 0		32		1,370		1,530		1,890		2,460		3,460		4,500		5,400

		  Form CT-1                             		1,920		2,049		1,861		1,950		1,767		1,842		1,774		1,825		1,770		1,778		1,770		1,830		1,800		1,800		1,850		1,530		1,730

		Withholding Tax for Foreign Persons, Form 1042		31,270		32,245		31,972		33,647		34,891		36,680		36,571		38,810		41,963		43,256		44,460		47,470		50,160		51,360		54,090		23,730		78,740

		Exempt Organizations, Total              		815,870		835,391		877,450		1,135,314		1,119,927		1,426,131		1,325,928		1,410,892		1,439,788		1,507,508		1,541,470		1,537,020		1,551,510		1,643,820		1,649,560		1,244,870		1,839,660

		 Total Paper Exempt Organization Returns		811,290		820,290		841,454		848,082		773,615		826,020		725,464		685,582		646,935		637,682		587,620		565,700		508,500		543,940		510,710		93,180		428,610

		 Total Electronic Exempt Organization Returns		4,580		15,101		35,996		287,232		346,312		600,111		600,464		725,310		792,853		869,826		953,860		971,310		1,043,010		1,099,880		1,138,850		1,151,690		1,411,050

		    Form 990, Total		390,630		401,045		413,881		423,358		293,408		261,016		286,152		313,824		309,920		318,298		311,330		325,540		318,100		329,310		320,310		284,330		362,810

		        Paper Form 990																								96,650		79,030		77,680		58,700		11,470		57,310

		        Electronic Form 990		3,140		10,747		27,465		53,093		54,249		76,996		118,272		142,030		174,924		193,687		213,010		228,890		239,070		251,640		261,610		272,860		305,500

		    Form 990-EZ, Total		146,790		146,099		152,203		171,342		257,391		370,902		291,409		252,939		255,325		268,167		251,190		257,900		244,630		248,600		242,600		164,490		242,000

		        Paper Form 990-EZ																								134,800		116,350		112,950		100,850		18,070		78,060

		        Electronic Form 990-EZ		1,330		3,101		5,376		11,037		35,167		60,821		67,772		76,511		91,985		102,954		114,800		123,100		128,280		135,650		141,760		146,420		163,940

		    Form 990-N**				N/A		N.A.		216,872		248,358		449,770		389,548		473,918		486,299		528,117		573,270		561,040		614,100		644,600		661,000		649,500		683,630

		    Form 990-PF, Total		87,740		88,796		89,661		97,766		99,071		112,939		108,707		106,360		108,279		108,445		109,550		112,930		112,600		116,200		116,890		95,180		132,710

		        Paper Form 990-PF																								54,640		51,030		48,210		42,400		12,270		23,660

		        Electronic Form 990-PF		110		1,253		3,155		6,230		8,538		12,524		24,872		32,851		39,645		45,068		52,780		58,290		61,570		67,990		74,490		82,910		109,050

		    Form 990-T		63,450		71,284		93,559		98,071		93,118		108,270		128,171		146,427		165,792		173,128		187,100		172,520		158,840		203,100		211,020		38,600		310,360

		        Paper Form 990-T																																38,600		162,140

		        Electronic Form 990-T																																0		148,220

		    Form 4720		2,070		2,248		2,179		2,438		2,582		2,652		2,647		2,433		2,115		2,218		2,260		2,340		2,320		2,680		2,630		1,320		1,840

		        Paper Form 4720																																1,320		1,130

		        Electronic Form 4720																																N/A		710

		    Form 5227		125,190		125,919		125,967		125,467		125,999		120,582		119,294		114,991		112,058		109,135		106,770		104,750		100,930		99,340		95,120		11,450		106,310

		        Paper Form 5227																																		106,310

		        Electronic Form 5227																																		0

		Form 990-C		3,470

		Form 1041-A																																		6,760

		Government Entities/Bonds, Total		50,940		48,426		46,886		47,368		42,446		46,089		50,094		53,329		51,292		46,191		50,530		49,960		46,680		44,300		42,060		18,950		32,200

		  Form 8038		5,980		5,600		4,888		4,414		3,186		3,782		3,514		3,245		3,071		2,657		3,050		3,060		2,880		3,160		2,620		1,210		2,080

		  Form 8038-B										NA		1,694		1,029		22		12		11		- 0

		  Form 8038-CP										281		3,233		10,209		10,545		10,437		9,825		12,570		10,620		10,640		10,640		9,890		7,240		7,470

		  Form 8038-G		30,120		28,940		29,757		29,159		26,791		25,594		24,018		26,910		26,647		23,959		25,540		27,250		24,320		22,240		21,950		7,430		18,090

		  Form 8038-GC		12,870		12,396		10,693		11,644		10,448		9,493		8,689		11,038		10,132		8,970		8,590		8,260		8,100		7,710		7,120		2,760		4,260

		  Form 8038-T		1,730		1,262		1,315		1,929		1,454		1,401		1,516		1,064		582		420		410		440		360		290		260		120		260

		  Form 8038-TC										NA		667		941		333		231		173		130		160		180		90		0		0		0

		  Form 8328		240		228		233		222		286		225		178		172		180		176		240		180		200		180		220		190		40

		Political Organizations, Total		8,160		11,330		9,289		11,592		10,394		12,635		10,221		11,586		9,208		10,853		8,910		10,930		9,830		12,240		9,400		9,200		8,280

		  Form 1120-POL, Total		5,110		5,647		5,971		6,168		6,377		6,142		5,722		5,063		5,027		4,689		4,570		4,290		4,270		4,190		4,160		3,110		2,750

		    Paper Form 1120-POL																								4,260		4,240		4,160		4,120		3,070		2,680

		    Electronic Form 1120-POL										15		19		23		53		42		57		40		30		40		40		40		50		70

		  Form 8871 ***		1,130		2,235		1,366		11		2,063		2,533		2,196		2,621		2,132		2,632		2,370		3,170		3,700		4,300		3,250		2,710		3,550

		  Form 8872		1,910		3,448		1,952		1,905		1,954		3,960		2,303		3,902		2,049		3,532		1,970		3,470		1,850		3,750		2,000		3,370		1,980

		    Paper Form 8872																								740		460		770		510		190		90

		    Electronic Form 8872		1,300		2,679		1,323		3,519		1,469		3,095		1,713		3,004		1,500		2,784		1,450		2,730		1,390		2,970		1,480		3,180		1,890

		Excise, Total                           		838,920		896,462		895,388		935,498		783,926		817,021		675,808		1,027,461		916,196		982,630		993,610		1,000,650		1,011,360		1,042,890		1,074,760		1,020,320		1,192,660

		  Form 11-C		9,740		9,763		8,947		8,143		6,769		6,264		4,743		4,825		4,719		4,439		4,060		4,020		3,700		3,590		4,550		2,680		4,220

		  Form 720		107,050		104,695		102,435		100,165		92,772		96,220		121,798		123,431		202,760		204,628		202,710		193,480		190,370		186,060		187,630		168,530		184,450

		    Paper Form 720																								192,410		189,150		184,560		185,390		165,880		181,120

		    Electronic Form 720		- 0		N/A		- 0		24		57		69		180		285		574		758		880		1,070		1,230		1,490		2,250		2,660		3,330

		  Form 730		43,380		44,502		40,876		40,842		38,798		35,601		31,401		30,000		27,699		26,492		24,570		23,980		22,250		21,510		22,900		13,410		20,910

		  Form 2290		678,740		737,502		743,130		718,066		634,345		667,668		507,562		859,241		671,980		737,826		753,440		770,950		786,510		823,060		834,940		822,100		958,100

		    Paper Form 2290																								356,720		276,480		236,410		201,860		135,510		145,780

		    Electronic Form 2290		- 0		N/A		1,500		16,133		28,956		48,660		105,756		176,943		206,982		259,961		326,350		414,220		510,030		586,650		633,080		686,590		812,320

		  Form 8849								68,282		11,242		11,268		10,304		9,964		9,038		9,245		8,840		8,230		8,540		8,680		24,740		13,600		24,980

		    Paper Form 8849																								5,210		5,150		5,000		19,940		7,700		20,190

		    Electronic Form 8849								40		1,683		640		1,867		1,157		2,140		2,062		2,270		3,020		3,390		3,680		4,800		5,910		4,800

		Excise Taxes re Employee Plans, Form 5330		25,940		24,895		23,800		24,137		22,983		20,269		20,812		20,678		20,899		19,622		19,620		19,530		20,150		18,880		21,730		5,220		23,560

		Form 5500-EZ, One Participant Retirement Plans										163,294		191,263		138,015		114,388		111,215		114,181		118,160		109,360		103,260		101,200		98,490		19,100		169,660

		Payment or Refund Under Section 7519, Form 8752		40,560		39,505		39,627		43,077		37,882		36,177		33,947		33,097		31,345		30,160		29,100		28,040		26,880		25,930		24,640		11,750		20,690

		Supplemental Documents, Total         		16,993,060		18,253,309		20,221,791		20,809,237		21,888,231		23,807,048		21,579,728		22,508,560		23,925,364		23,378,708		24,503,260		24,203,600		26,433,100		27,805,920		28,594,360		23,462,910		31,609,000

		  Form 1040-X                            		3,155,820		3,618,450		4,056,377		4,803,051		4,901,898		6,624,153		10,485,817		4,613,390		3,951,923		3,689,649		3,821,440		3,785,480		3,785,480		3,488,560		3,095,940		3,125,720		5,833,930

		     Paper Form 1040-X																														3,095,940		2,981,510		4,031,650

		     Electronic Form 1040-X																														N/A		144,210		1,802,280

		  Form 4868, Total                            		9,366,470		9,679,936		9,978,958		9,661,156		10,415,389		10,407,611		10,485,817		11,014,188		12,400,346		12,400,346		13,064,560		12,680,870		14,055,180		15,324,990		15,708,340		11,598,910		14,232,800

		     Paper Form 4868		7,544,590		8,218,318		8,453,953		7,877,250		8,031,518		6,454,301		5,459,986		5,122,479		5,132,486		4,749,708		4,678,370		4,261,460		4,279,240		4,467,670		4,063,780		2,308,650		2,480,030

		     Electronic Form 4868		1,821,890		1,461,618		1,525,005		1,783,906		2,383,871		3,953,310		5,025,831		5,891,709		7,267,860		7,650,638		8,386,190		8,419,410		9,775,940		10,857,320		11,644,560		9,290,260		11,752,770

		        Credit Card 		33,370		60,755		63,374		66,838		52,458		51,301		29,382		29,500		29,700		102,030		32,630		102,030		106,800		114,800		123,120		165,380		221,150

		        E-File		1,201,420		1,400,863		1,461,631		1,717,068		2,331,413		3,902,009		4,996,449		5,862,209		7,238,160		7,548,608		8,353,560		8,317,380		9,669,140		10,742,520		11,521,440		9,124,880		11,531,620

		       TeleFile		587,100

		  Form 1120-X                             		12,280		2,989		3,160		3,447		3,685		3,797		4,716		5,675		7,000		8,552		9,850		12,240		11,930		12,640		12,790		15,540		22,750

		  Form 5558		362,140		384,798		402,043		436,965		470,356		581,850		527,328		472,197		454,767		448,711		467,420		494,960		499,650		521,710		524,310		69,360		1,081,540

		  Form 7004, Total		3,342,800		4,063,913		5,265,021		5,370,245		5,526,736		5,619,579		5,763,489		5,814,974		6,213,525		6,235,999		6,500,220		6,572,660		7,537,420		7,896,600		8,335,480		7,965,880		9,394,550

		    Paper Form 7004 																								1,672,410		1,671,940		1,614,870		1,568,470		1,157,500		1,751,170

		    Electronic Form 7004 		48,430		396,179		837,427		1,139,906		1,565,810		1,985,255		2,713,303		3,235,543		3,905,361		4,202,222		4,646,950		4,900,250		5,865,490		6,281,730		6,767,010		6,808,380		7,643,380

		  Form 8868, Total		477,860		503,223		516,232		534,373		570,167		570,058		575,857		588,136		897,803		595,451		639,760		657,410		543,450		561,410		917,500		687,510		1,043,440

		    Paper Form 8868																								285,450		227,010		207,320		518,260		230,280		484,370

		    Electronic Form 8868		2,250		13,505		30,667		53,808		89,761		112,664		173,135		214,647		258,796		296,124		333,800		371,960		316,440		354,090		399,250		457,220		559,070

		N/A—Not applicable.                                 
* A new, streamlined Form 1040 replaced Forms 1040, 1040-A, and 1040-EZ as of January 2019;  Form 1040-SR is a new individual form type beginning in Calendar Year 2020; Form 1040-SP is a new individual form type beginning in Calendar Year 2021. Forms 1040, 1040-A, and 1040-EZ returns filed for TY 2017 and prior tax years and processed in CY 2019 and CY 2020 are included in the streamlined Form 1040 volumes.
** Form 990-N must be filed electronically. There is no paper form.
*** Form 8871 must be filed electronically. There is no paper form. 
NOTES: Detail may not add to subtotal/total due to rounding.
See Table Notes section for more information. 
Table only contains Master File counts.
SOURCE: Internal Revenue Service, Statistics of Income Division.










Recent Court Cases

Estate of Cecil v. Commissioner
T.C. Memo 2023-34

Major Takeaways from Cecil v. Commissioner:

An asset approach may not be appropriate to value a minority interest in a
going-concern operating company:

* Level of control in the Subject Interest being valued

* Legal documents to support restrictions
 Documented history on the shareholders desire to hold the assets



Presenter Notes
Presentation Notes
The Cecil case resulted in two material wins for the taxpayer:�
The first is the premise that when valuing a non-controlling interest in a profitable operating company, it may not be appropriate to value the Company based on an Asset Approach, which assumes that the subject interest could cause the sale (or liquidation) those assets to realize that value. In reality, the holder of that interest could not force a sale of the Company or its assets.�
In this case of TBC, in addition to the minority interest having no ability to force a sale of the Company or its assets, the Company had a long, documented history supporting the shareholder’s intentions for the Company to remain an operating business. This included legal documents, shareholder meetings, family rules and policies and a family code of conduct.

The court agreed that the liquidation of TBC was most unlikely (if likely at all) in that a hypothetical buyer and seller would need to (1) acquire additional shares in order to cause TBC’s liquidation; (2) convince other shareholders to vote for a liquidation; or (3) wait until the shareholders or their heirs decide to liquidate TBC, and the court considered each of these three events unlikely to occur. 

TIME SAVE: Many of you are already aware of some of the details of the Cecil case. Two major takeaways from this case were that first,

The Court determined that it in this case was not appropriate to rely on an asset approach to calculate an indication of value for a minority ownership interest in an asset intensive operating company. In Cecil, the petitioner clearly established that the minority interest being gifted did not have the authority to access the value of the assets through liquidation. They were able to clearly establish a documented history, including several legal documents, of the family members intentions to hold the assets and continue the operations of the Company.


Exam History

		706s



				Statistics on Estates

				Year		Tax Collected ($billions)		706s Filed		706s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   14.1		33,719		3,250		11.6%		$   3,300		M		9.6%

				2014		$   17.6		35,619		2,850		8.5%		$   775		M		8.0%

				2015		$   18.0		36,130		2,770		7.8%		$   428		M		7.7%

				2016		$   19.9		35,042		3,187		8.8%		$   790		M		9.1%

				2017		$   21.8		33,690		2,876		8.2%		$   799		M		8.5%

				2018		$   22.7		32,847		2,898		8.6%		$   1,500		B		8.8%

				2019		$   16.0		25,742		2,282		6.9%		$   483		M		8.9%

				2020		$   17.1		15,023		1,454		5.6%		$   384		M		9.7%

				2021		$   23.4		28,473		1,635		10.9%		$   1,300		B		5.7%

				2022		$   28.9		27,088		1,398		4.9%		$   1,800		B		5.2%



				2013 – 2022 IRS Data Book, Tables 1, 2, 9a, 17b, 18

				* For years 2013 - 2018 , Data Book reports data on “returns examined” in Table 9a and calculates % examined as 709s examined divided by 709s filed in prior year, Data Book explains examination activity generally was for returns filed in prior year. For 2019, data reported in table 17b changed to “examinations closed”, with %









				Statistics on Gifts

				Year		Tax Collected ($billions)		709s Filed		709s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   5.8		371,747				1.1%		$   1,200		B		0.0%

				2014		$   2.6		267,600				0.8%		$   1,300		B		0.0%

				2015		$   2.1		238,324				0.9%		$   286		M		0.0%

				2016		$   2.5		249,302				0.8%		$   303		M		0.0%

				2017		$   1.9		242,426				0.8%		$   440		M		0.0%

				2018		$   1.2		244,570				0.9%		$   465		M		0.0%

				2019		$   1.6		239,618				0.8%		$   301		M		0.0%

				2020		$   1.1		158,095				0.5%		$   272		M		0.0%

				2021		$   4.6		282,054				0.8%		$   477		M		0.0%

				2022		$   4.4		270,142				0.3%		$   762		M		0.0%

				Year		Tax Collected ($billions)						% of Returns Examined				Recommended Additional Tax After Exam ($millions)

						706s		709s				706s		709s		706s		709s

				2013		$   14.1		$   5.8				11.6%		1.1%		$   3,300		$   1,200

				2014		$   17.6		$   2.6				8.5%		0.8%		$   775		$   1,300

				2015		$   18.0		$   2.1				7.8%		0.9%		$   428		$   286

				2016		$   19.9		$   2.5				8.8%		0.8%		$   790		$   303

				2017		$   21.8		$   1.9				8.2%		0.8%		$   799		$   440

				2018		$   22.7		$   1.2				8.6%		0.9%		$   1,500		$   465

				2019		$   16.0		$   1.6				6.9%		0.8%		$   483		$   301

				2020		$   17.1		$   1.1				5.6%		0.5%		$   384		$   272

				2021		$   23.4		$   4.6				10.9%		0.8%		$   1,300		$   477

				2022		$   28.9		$   4.4				4.9%		0.3%		$   1,800		$   762





Designations



						              Appraisal Designations

				Organization		American Society of Appraisers (ASA)				National Association of Certified Valuators and Analysts (NACVA)		American Institute of Certified Public Accountants (AICPA)				CFA Institute

				Credential Name		Accredited Senior Appraiser (ASA)		Accredited Member (AM)		Certified Valuation Analyst     (CVA)		Accredited in Business Valuation (ABV)				Chartered Financial Analyst (CFA)

				Year Credential Instituted		1981				1991		1997				1963

				Prerequisite Requirements for Certification:

				Education		Four-year college degree / equivalent				College degree		College degree				Bachelor degree / equivalent

				Experience in Business Valuation		5 years		2 years		2 years for non-CPAs		Yes				No

				Credentials Required		No				CPA (if less than 2 years)		No				No

				Reference Required		Yes				Yes		No				Yes

				Submit of Client Report		Yes (1 report)		No		In lieu of case study		No				No

				Case Study		No		No		Yes or experience alternative		No				No

				Testing Requirements:

				Proctored Exam		Yes		No		Yes		Yes				Yes

				Length of Proctored Exam		8 hours		N/A		5 hours		6.5 hours				13.5 hours

				Recertification Requirements:

				CPE in BV/Related Areas		Yes				Yes		Yes				No

				Hours of CPE/Term		100 credit hours every 5 years, minimum USPAP CE				60 Points/60 hour CPE requirement every 3 years		Attest / renew annually, report 60 hrs every 3 years				N/A

				Continuing Experience		No				No		No				No

				Other Credential Features:

				Requirement to Adhere to BV Standards		Yes				Yes		Yes				No





QA and AD titles

				Qualified Appraisal and Qualified Appraiser

				Source: Treasury Reg. §1.170A-17

				Adequate Disclosure

				Source: Treasury Reg. §301.6501(c)-1

				IRS Revenue Ruling 59-60

				Valuing the stock of a Closely-Held Corporation

				Quick Reference

				IRS Publications, Treasury Regulations and Revenue Rulings 						Potentially remove

				Estate of Scott M. Hoensheid v. Commissioner

				T.C. Memo 2023-34						Remove docket #s

				Ronald Schlapfer v. Commissioner

				T.C. Memo 2023-65

				Estate of Cecil v. Commissioner

				T.C. Memo 2023-34





Adequate Disclosure (f)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg.		Description of transferred property and any consideration received by transferor						Tax Preparer

						§301.6501(c)-1(f)(2)(i)

						Treasury Reg.		Identity of, and relationship between, transferor and tranferee(s)						Tax Preparer

						§301.6501(c)-1(f)(2)(ii)

						Treasury Reg.		If property is transferred in trust, trust's tax identification number and either: (a) brief description of terms governing trust, or (b) copy of trust instrument						Tax Preparer

						§301.6501(c)-1(f)(2)(iii)



						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.						Tax Preparer

						§301.6501(c)-1(f)(2)(v)



						Treasury Reg.		Tax preparer makes the appropriate FMV disclosures (following slides)
						Tax Preparer

						§301.6501(c)-1(f)(2)(iv)

								                                     OR

						Treasury Reg.		Tax preparer submits Appraisal (following slides)
						Prepared by: Qualified Appaiser  Submitted by:    Tax Preparer

						§301.6501(c)-1(f)(3)(iv)







Adequate Disclosure (f)(2)(vi)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(2)(iv)		Detailed description of the method used to determine the fair market value of property transferred which includes:

								-		Financial data (e.g., balance sheets with explanations of adjustments) utilized in determining value;

								-		Restrictions on transferred property considered in determining fair market value; and

								-		Description of adjustments claimed in valuing transferred property (e.g., discounts for blockage, minority or fractional interests, and lack of marketability).

								If transferred property is an interest that is actively traded on an established exchange:

								-		Recitation of exchange where interest is listed;

								-		CUSIP number of security; and

								-		Mean between highest and lowest quoted selling prices on valuation date.

								If transferred property is an interest in entity that is not actively traded:

								-		Discounts claimed in valuing interests in entity or assets owned by entity;

								-		Net asset value of entity;

								-		Pro rata portion of entity transferred; and           

								-		Fair market value of interest transferred as reported on return.

								If the entity that is the subject of the transfer owns an interest in another non-actively traded entity (either directly or through ownership of an entity), the information required in this paragraph (f)(2)(iv) must be provided for each entity if the information is relevant and material in determining the value of the interest. 





Adequate Disclosure (f)(3)(iv)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(3)(iv)		Submission of Appraisals 

								(i) The Appraisal is prepared by an appraiser who satisfies all of the following requirements:

								A.		The appraiser is an individual who holds themselves out to public as appraiser or performs appraisals on a regular basis;

								B.		Based on the their qualifications, including their background, experience, education, and professional appraisal association memberships The appraiser is qualified to make appraisals of the type of property being value

								C.		The appraiser is not the donor or the donee of the property or a member of the family of the donor or done or any person employed by the donor, the donee, or a member of the family of either.

								(ii) The appraisal contains all of the following:

								A.		The date of the transfer, the date on which the transferred property was appraised, and the purpose of the appraisal.

								B.		A description of the property.

								C.		A description of the appraisal process employed.

								D.		A description of the assumptions, hypothetical conditions, and any limiting conditions and restrictions on the transferred property that affect the analyses ,opinions, and conclusions.

								E.		The information considered in determining the appraised value including all financial data used. 

								F.		The appraisal procedures followed, and the reasoning that supports the analyses, opinions, and conclusions. 

								G.		The valuation method utilized, the rationale for the valuation method, and the procedure used in determining the fair market value of the asset transferred.

								H.		The specific basis for the valuation, such as specific comparable sales or transactions, sales of similar interests, asset-based approaches, merger-acquisition transactions, etc.





Adequate Disclosure (e)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg. §301.6501(c)-1(e)(2)(i)		Description of transaction, including description of transferred and retained interests and method(s) used to value each						Qualified Appraiser and/or Tax Preparer



						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions						Tax Preparer

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg. §301.6501(c)-1(e)(2)(iii)		Detailed description (including actuarial factors and discount rates used) of the method used to determine amount of gift arising from transfer (or taxable event), including, in the case of an equity interest is not actively traded, the financial and other data used in determining value. Financial data should generally include balance sheets, statements of net earnings, operating results, and dividends paid for each of 5 years immediately before valuation date.						Qualified Appraiser and/or Tax Preparer







HoldCo Assets - Liquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				More Liquid & FMV Prices are More Readily Available		Potential Sources for FMV Indications		Potential Issues with FMV Indications

				Cash and equivalents		Account statements		None

				Public equities		Account statements		None

						Public Databases (e.g. public search engine, Bloomberg, S&P Capital IQ)

				Secured third-party loans and receivables		Account statements		May not reflect the actual FMV due to current interest rate environment

						Amortization schedules

						Cash-out value prepared by the borrower or lender







HoldCo Assets - Illiquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private entities		Letter-of-intent

						Buy-sell agreement formula		Not a qualified appraisal

						Transaction of similar interests amongst owners		A formula clause in an agreement may not reflect current market pricing

						Industry "Rule of Thumb"		May not consider current economic, industry and company specific factors impacting value

						Management's internal calculation

						Appraisal performed for a different purpose		Another valuation report may state it cannot be used for any other purpose

				Real estate		Recent Sales		Not a qualified appraisal

				(Wholly owned and tenancy in common)		Public Databases (e.g. Zillow, Redfin,CoStar, etc.)		Reliance on algorithms vs. property fundamentals

								Market approach usually relied upon (without consideration of income approach)

				Mineral interests		Royalty valuation rules-of-thumb		Not a qualified appraisal

						Letter-of-intent

						Executive management provided values

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









HoldCo Assets - Illiquid (2)

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private funds  (e.g. private equity, venture capital, private real estate funds, etc.)		K-1s		Not a qualified appraisal

						Other investment reports generated by the fund for investors (e.g. adjusted balance sheets, estimated property values, etc.)		Statement dates and valuation date could be months apart

								May not reflect equity "waterfall" structure

						Fund prepared capital account statements

						Account statements		Not a qualified appraisal

				Related-party loans         (assets and/or liabilities)		Amortization schedules		May not reflect the terms of the loans (e.g., default interest rates, overdue, etc.)

						Executive management's internal calculation		Out of market rates

				Art, collectibles, vehicles, and equipment		Recent Sales		Not a qualified appraisal

						Auction websites		May reflect a specific buyer price and not a market price (e.g. sentimental value vs. market value, needed to complete a collection, etc.)

						Appraisal blogs

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









Hoenshied Timeline (3)



														Form 706 Claims $40m Gross Estate, $30 million Taxable Estate



														2015 Tax Return Selected for Examination



														IRS Proposed to Disallow Charitable Contribution



														IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														IRS Issued Amended Notice of Deficiency and Increased Penalty

														1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

														2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

														3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

														4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

														5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline (2)



														April 2016		2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction



														December 2017		2015 Tax Return Selected for Examination



														December 2018		IRS Proposed to Disallow Charitable Contribution



														October 2019		IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														August 2020		IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline

																																Focus on this - maybe don't need any of the previous squares because my emphasis is not on the timing issue, but on the qualified appraisal issue

																																Second paragraph pg. 15, burden is on the petitioner with respect to 1) whether they made a valid gift of share to Fidelity Charitable, and 2) whether they are entitled to a charitable contribution deduction.

																																Issues are whether a valid gift was made (pg 16, para 2) and on what date (not detailing this part in the presentation), then *respondent(?) must determine the tax consequences, including eligibility for a charitable contribution deduction, of any gift by petitioners.

								Don't need this one								Don't need this one												Not focus of presentation				Petitioner argues gift was made June 11, 2015, respondent argues gift was made on July 13, 2015 when Fidelity received stock certificate. Court concluded (pg 25, D) that petitioners divested themselves of title on July 13 (petitioners failed to establish that any elements of a valid gift were present on June 11, 2015.

																																Pg. 34, III, Charitable Contribution - we have concluded that petitioners did make a valid gift and although we have determined that gift to be an assignment of income (VS. A GIFT OF STOCK??), petitioners may neverless be entitled to a charitable contribution.

																												This is the meat of what I want to present (pg. 36, B)				Respondent asserts that petitioners have failed to satisfy both requirements (CWA and qualified appraisal) and thus are NOT entitled to a charitable contribution deduction for the gift of CSTC shares to Fidelity Charitable.

				December 2014				Early January 2015				April 1, 2015				Mid-April 2015				June 11, 2015				June 12, 2015				July 10, 2015				April 14, 2016				2019

				3 Shareholders (brothers) decided to sell CSTC, engaged FINNEA Group				FINNEA began soliciting bids and received several letters of intent				Private Equity firm submitted a LOI to acquire CSTC for $92 million				Shareholder considers charitable contribution of CSTC stock to a donor-advised fund				Shareholder signs agreement to transfer an undefined number of shares to the donor-advised fund				Private Equity firm approves acquisition of CSTC subject to due diligence				Private Equity firm approves acquisition of CSTC subject to due diligence				2015 Tax Return filed, no capital gains on 1,380 shares and claimed charitable contribution deduction of $3,282,511				Scott Hoensheid died. His estate filed 706 reporting $40 million in gross assets and $30 million in taxable assets.

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares																				Form 8283, Noncash Charitable Contribution with a date of June 11, 2015.

																																Declaration of appraiser signed by Brian Dragon as appraiser (pg 13-14 Tax Memo). Attached was a document entitled "CSTC Fidelity Gift Fund Valuation" which purported to be a qualified appraisal.

				It involves the contribution of appreciated shares of stock in a closely held corporation to a charitable organization that administers donor-advised funds for tax-exempt purposes under section 501(c)(3).1 The contribution was made near contemporaneously with the

																April 2016				December 2017				 December 2018				October 2019				August 2020

																2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction				2015 Tax Return Selected for Examination				IRS Proposed to Disallow Charitable Contribution				IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662				IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Sub Comp Cases

						Court Case		Doctrine of Substantial Compliance 

						Bond v. Commissioner, 100 T.C. 32, 41 (1993)		The purpose of the qualified appraisal requirements it "to provide the IRS with information sufficient to evaluate claimed deductions and assist it in detecting overvaluations of donated property."

						Costello v. Commissioner, T.C. Memo. 2015-87		The purpose of the appraisal is to 'show the work' so as to obviate the injection of unfouded guessing into the tax scheme. 

						Hewitt v Commissioner, 109 T.C. 258, 265 & n.10 (1997)		Describing substantial compliance as applicable where the taxpayer "has provided most of the information required" or made ommissions "solely through inadvertance".

						Estate of Evenchik v. Commissioner, T.C. Memo 2013-34		We thus generally decline to apply substantial compliance where a taxpayer's appraisal either (1) fails to meet substantive requirements in the regulations or (2) omits entire categories of required information.

						Legistlative history





Cecil Gifts

												William Cecil, Sr.																Mary Cecil







				Grandchild 1				Grandchild 2				Grandchild 3				Grandchild 4				Grandchild 5				Child 1								Child 2

				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class A Voting								Class A Voting





Cecil Timeline









				2010				2014								2023

				Gifts Made, 709s timely filed 				Notice of Deficiency Issued to Taxpayers March 2014				Taxpayer Experts and IRS Expert Perform Valuations 				Tax Court Memo Filed February 2023





Cecil Methods

								Adams Value after Discounts		$   10,190,465

								Number of Shares		10,000				15.76

								Per Share		$   1,019



						Original Gift Valuation Dixon Hughes		IRS Notice of Deficiency		Taxpayer Expert (Adams)		Taxpayer Expert (Hawkins)		IRS Expert (Morrison)



				Method Applied		Methods Applied

				Asset Approach		50%		100%		not applied		not applied		10%

				Income Approach		50%				50%		50%		90%

				Market Approach						25% / 25%		50%		not applied

						Pass-Through Entity Tax Affecting Applied				Tax Affecting

				Tax-Affecting (Income Approach)						Yes / No*		Yes @24.6%		Yes @17.6%

						Discounts Applied

				Discount for Lack of Control						20%				38% (Asset)

				Discount for Lack of Marketability						30%		25%		19% - 27%

				Discount for Lack of Voting Rights						not applied		2%		not applied

						Equity  Value (After Discounts)

				Total Equity Value		~$22.3 million		~$50 million		~$10.2 million		~$12.3 million**		~$15.8 million

						Per Share Equity Value

				Class A Voting		$3,308				$1,019		$1,131		$4,000

				Class B Non-Voting (smaller block)		$2,236		$5,000**		$1,019		$1,108		$3,276

				Class B Non-Voting (larger block)		$2,236		$5,000**		$1,019		$1,108		$3,066

				*Adams value without tax-affecting not presented.

				** Inferred from facts provided in Tax Court Memo.



		Hawkins		Income						Hawkins Value after Discounts		$   13,638,300

		NCF		1,162,600						Number of Shares		10,000

		Cap Rate		10.7%						Per Share		$   1,364

		Total Equity		10,865,421

		SEAM S Corp Benefit		2,772,879

		Equity + S Corp Benefit		13,638,300

				10,000.00

		Income		1353.83

		Market

		Class A		1131.00

		Class B		1108.00

				11080000





Tax Affect Cases (2)

						Court Case		Cited Rationale for Disallowing or Allowing Tax Affecting

						Gross v. Commissioner, T.C. Memo 1999-254		As a theoretical matter, we do not believe that 'tax-affecting' an S corporation's projected earnings is an appropriate measure to offset that potential burden associated with S corporations.

						Estate of Gallagher v. Commissioner, T.C. Memo 2011-148		Finding tax affecting not appropriate where appraiser failed to explain his reasoning for tax affecting

						Dallas, T.C. Memo 2006-244		Finding tax affecting not appropriate when the taxpayer assumed that an S corporation would lose its S corporation status after a sale

						Wall v. Commissioner, T.C. Memo 2001-75		("[T]ax affecting as S corporation's income, and then determiningthe value of that income be reference to the rates of return on taxable investments, means that an appraisal will give no value to S corporation status.")

						Estate of Jones, T.C. Memo 2019-101		Court concluded that tax-affecting was appropriate because the experts agreed to take into account the form of the business entity and agreed on the entity type

						Estate of Jackson v. Commissioner, T.C. Memo 2021-48		Court did not find  tax-affecting appropriate based on the assumption that a buyer would be a C corporation

						Qualifier for Jackson:		We do not hold that tax affecting is never called for. But our cases show how difficult a factual issue it is to demonstrate even a reasonable approximation of what that effect would be. In Estate of Jones, there was expert evidence on only one side of the question that made a difference.

						Estate of Cecil v. Commissioner, T.C. Memo 2023-24		Experts on both sides agree the tax affecting is necessary to value the subject stock.

						Qualifier for Cecil:		We emphasize, however, that while we are not necessarily holding the tax affecting is always, or even more often than not, a proper consideration for valuing an S corporation.





Sorenson Timeline



				December 31, 2014				December 31, 2014				March 31, 2015								2022

				$5 Million Defined Value Gifts to Grantor Trusts 				Nonvoting Shares Valued at $532.79 Per Share				Sold 5,365 Nonvoting Shares to Grantor Trust for $532.79 Per Share				IRS Notice of Deficiency for March 2014 Gift, Valuing Shares at $2,734.80				December 2014 Settlement               $1,640 Per Share				December 2015 Settlement               $1,722 Per Share

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares





Sorensen

				per share		Number of shares		Value of gift				Source 

		12/31/14		$   532.79		9,384.56		$   5,000,000				DHG Valuation

		3/31/15		$   532.79		5,365.00		$   2,858,418						Secured promissory note

		11/15/21								$   1,000,000,000		Company sold

								Each Trust received		$   153,000,000



		Notice of Deficiency 2014 Gift		$   1,923.56

		Notice of Deficiency 2015 Gift		$   2,076.86

						Gift Tax in Dispute		Penalties in Dispute

		Notice of Deficiency 2014 Gift		$   1,923.56		$   8,950,000		$   3,580,000

		Notice of Deficiency 2015 Gift		$   2,076.86		$   4,620,000		$   1,850,000

						$   13,570,000		$   5,430,000





Not Used>>





IRS Budget

						Year		IRS Operating Costs (in billions of 2021 dollars)		Average tax collected per capita (in 2021 dollars)*		Full-time equivalent IRS positions		Technology and Business System Modernization Costs (in millions of 2021 dollars)**								Cost of collecting $100 (in dollars)

						1991		$11.48		$8,499		114,628										0.56

						1992		$11.83		$8,396		116,673										0.58

						1993		$12.44		$8,450		113,460										0.6

						1994		$12.51		$8,831		110,748		$1,149.80								0.57

						1995		$12.39		$9,146		112,024		$1,396.70								0.54

						1996		$11.89		$9,488		106,642		$1,170.80								0.49

						1997		$11.53		$10,008		101,703		$394.50								0.44

						1998		$12.07		$10,619		98,037		$408.20								0.43

						1999		$13.04		$11,053		98,730		$488.30								0.43

						2000		$12.70		$11,651		97,074		$342.90								0.39

						2001		$13.13		$11,385		97,707		$53.70								0.41

						2002		$13.36		$10,515		99,181		$58.20								0.45

						2003		$13.47		$9,864		98,819		$72.30								0.48

						2004		$13.62		$9,840		97,597		$70.20								0.48

						2005		$14.03		$10,600		94,282		$58.20								0.46

						2006		$13.83		$11,290		91,717		$289.20								0.42

						2007		$13.65		$11,617		92,017		$305.40								0.4

						2008		$13.86		$11,307		90,647		$309.10								0.41

						2009		$14.37		$9,612		92,577		$280.20								0.5

						2010		$14.90		$9,388		94,711		$353.40								0.53

						2011		$14.56		$9,306		94,709		$403.90								0.51

						2012		$13.93		$9,464		90,280		$414.30								0.48

						2013		$13.21		$10,478		86,974		$300.20								0.41

						2014		$13.00		$10,986		84,133		$281.70								0.38

						2015		$12.71		$11,742		79,890		$276.10								0.35

						2016		$12.98		$11,623		77,924		$434.10								0.35

						2017		$12.56		$11,595		76,832		$347.90								0.34

						2018		$12.52		$11,422		73,519		$267.00								0.34

						2019		$12.38		$11,484		73,554		$365.50								0.33

						2020		$12.64		$11,061		75,773		$312.90								0.35

						2021		$13.70		$12,367		78,661		$347.90								0.33

						2022		$12.30

						2023		$12.30

						2024		$14.10

						Source: IRS and author calculations.



						*Based on total collections from all sources



						**Tech spending in 2000 includes Y2K funding

						taxfoundation.org; IRS Is Raising More with Less, But New Funding Misses the Mark; August 29, 2022, Scott Hodge





Exemptions

										Exemption through the Years

										Federal estate taxes exempt a share of estates from federal estate taxes. For the 2023 tax year, if an estate is worth less than $12.92 million, no federal estate taxes may apply.

										Year		Single Exclusion Amount		Married Exclusion Amount

										2013		$   5,250,000		$   10,500,000

										2014		$   5,340,000		$   10,680,000

										2015		$   5,430,000		$   10,860,000

										2016		$   5,450,000		$   10,900,000

										2017		$   5,490,000		$   10,980,000

										2018		$   11,180,000		$   22,360,000

										2019		$   11,400,000		$   22,800,000

										2020		$   11,580,000		$   23,160,000

										2021		$   11,700,000		$   23,400,000

										2022		$   12,060,000		$   24,120,000

										2023		$   12,920,000		$   25,840,000

										2024E*		$   13,610,000		$   27,220,000

										2025E*		$   14,160,000		$   28,320,000

										January 1, 2026 SUNSET

										2026E*		$   7,000,000		$   14,000,000

										Chart Source: TheBalance, November 15, 2022

										*Estimated figures adjusted annually on January 1st based on inflation.

										If Congress does nothing between now and January 1, 2026, the exemptions will by cut in half (adjusted for inflation).





Seven Springs

		Seven Springs Appraised Values vs. Trump Estimates

						1995		$   7,500,000		purchase price

						2000		$   25,000,000		bank appraisal - as-is market value

						2006		$   30,000,000		bank appraisal - as-is market value



						2011		$   261,000,000		Statement reported value

						2012		$   291,000,000		Statement reported value

						2013		$   291,000,000		Statement reported value

						2014		$   291,000,000		Statement reported value

						Statement asserted that this property is zoned for 9 luxurious homes and the valuation is based on an assessment make by Mr. Trump in conjunction with his associates of the projected net cash flow which would derive as those units are constructed and sold, and the estimated fair market value of the existing mansion and other buildings.

								One mansion		$   23,000,000

						Supporting spreadsheets provided to Mazars (accounting firm). No fair value analyses were done to support these values.

								Assets		2011		2012		2013		2014

								Seven mansions approved		$   161,000,000		$   161,000,000		$   161,000,000		$   161,000,000		selling price of $35 million less cost of $12 million

								Main mansion		$   70,000,000		$   100,000,000		$   100,000,000		$   100,000,000

								Remaining land		$   30,000,000		$   30,000,000		$   30,000,000		$   30,000,000









Adequate Disclosure (2)



						Adequate Disclosure Requirements				Prepared & Submitted by

								a) Appraisal meeting these requirements: 		Tax Preparer

						Treas. Reg.		(i) Is prepared and signed by individual who:

						301.6501(c)-1(f)(2)(iv)		-1

								-2

								(3) is someone other than donor, donee, member of family of donor or donee, or employee of donor, donee, or member of family of donor or donee.

						Adequate Disclosure Requirements

						Treas. Reg.		a) Appraisal meeting these requirements: 

						301.6501(c)-1(f)(2)(iv) (continued)		(ii) Provides: 

								(1) date of transfer, date of appraisal, and purpose of appraisal;

								(2) description of transferred property;

								(3) description of appraisal process;

								(4) description of assumptions, conditions, and restrictions affecting appraisal;

								(5) all information considered in determining appraised value;

								(6) procedures followed and underlying reasoning;

								(7) valuation method used, rationale for method, and procedure used in determining fair market value of transferred property; and

								(8) specific basis for valuation.

						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.

						§301.6501(c)-1(f)(2)(v)

						Adequate Disclosure Requirements

						Treasury Reg.		Description of transaction, including description of transferred and retained interests and method(s) used to value each

						§301.6501(c)-1(e)(2)(i)

						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg.		Detailed description, including actuarial factors and discount rates used, of method used to determine amount of gift arising from transfer or taxable event

						§301.6501(c)-1(e)(2)(iii)

						Treasury Reg.		If transfer is of entity interest not actively traded, detailed description of financial and other data used in determining value, generally including: (a) balance sheets, (b) statements of net earnings, (c) operating results, and (d) dividends paid for each of 5 years immediately before valuation date

						§301.6501(c)-1(e)(2)(iv)





706s Filed history

		Table 1. United States: Total Number of Returns Filed by Type of Return 

		Type of Return

				2005		2006		2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				(1)		(2)		(3)		(4)		(5)		(6)		(7)		(8)		(9)		(10)		(11)		(12)		(13)		(14)		(15)		(16)		(17)

		Grand Total                             		226,297,970		230,895,904		237,383,281		252,537,925		238,303,718		235,160,163		234,859,243		239,206,641		240,544,811		242,603,047		245,390,930		246,799,870		248,305,380		253,758,970		256,220,410		246,671,690		263,937,860

		   Paper Grand Total		148,289,350		147,840,351		146,293,004		150,306,315		128,117,087		118,306,489		99,900,419		93,595,701		88,633,064		84,774,458		81,480,540		77,469,710		74,390,920		73,506,740		70,096,700		49,231,970		58,152,650

		   Electronic Grand Total		78,008,620		83,055,553		91,090,277		102,231,610		110,186,631		116,853,674		134,958,824		145,610,940		151,911,747		157,828,589		163,910,390		169,330,160		173,914,460		180,252,230		186,123,710		197,439,720		205,785,210

		Total Primary Returns		209,304,910		212,642,595		217,161,490		231,728,688		216,415,487		211,353,115		213,279,515		216,698,081		216,619,447		219,224,339		220,887,670		222,596,270		221,872,280		225,953,040		227,626,050		223,208,780		232,322,110

		Individual Income Tax, Total 		133,023,130		135,197,433		138,471,446		154,709,342		143,525,712		141,458,813		144,002,430		146,455,969		145,851,813		147,520,374		148,649,940		150,640,090		150,815,030		153,444,970		154,430,820		160,884,420		165,225,530

		 Forms 1040, 1040-SR, and 1040-SP, Total *																																160,077,450		164,399,240

		 Forms 1040, 1040-A, and 1040-EZ, Total *		132,275,830		134,421,400		137,725,325		153,832,040		142,580,826		140,599,267		143,173,210		145,601,194		145,021,067		146,660,109		147,777,430		149,735,730		149,866,290		152,461,280		153,462,980

		  Total Paper Individual Returns *		63,811,990		61,181,900		57,863,242		64,059,483		47,222,531		42,001,133		31,250,530		26,816,450		23,810,660		21,948,655		20,037,360		18,683,140		18,202,780		17,760,660		15,963,960		10,608,430		14,029,090

		     Paper Form 1040		45,459,870		42,175,284		40,166,007		39,093,746		32,422,102		29,763,340		21,534,740		18,373,026		16,248,704		15,211,099		13,299,800		13,366,820		12,707,400		12,506,340		15,963,960		9,094,770		12,133,360

		     Paper Form 1040-A		10,025,880		9,270,201		8,337,268		15,939,026		7,504,548		6,617,781		5,306,380		4,543,455		3,973,861		3,504,664		3,504,660		2,904,330		2,939,760		2,728,180

		     Paper Form 1040-EZ		8,326,250		9,736,415		9,359,967		9,026,711		7,295,881.00		5,620,012		4,409,410		3,899,969		3,588,095		3,232,892		3,232,890		2,412,000		2,555,610		2,526,150

		     Paper Form 1040-SR																														N/A		1,513,650		1,894,400

		     Paper Form 1040-SP																														N/A		N/A		1,330

		  Total Electronic Individual Returns*		68,463,840		73,239,500		79,862,083		89,772,557		95,358,295		98,598,134		111,922,680		118,784,744		121,210,407		124,711,454		127,740,070		131,052,590		131,663,510		134,700,620		137,499,020		149,469,020		150,370,150

		     Online Filing		17,084,720		20,306,214		22,533,362		26,894,530		32,183,578		34,252,127		39,083,840		43,281,067		44,520,830		47,292,305		49,676,890		52,616,630		53,111,840		54,900,880		57,346,260		70,513,830		66,416,470

		     Practitioner Electronic Filing		48,085,440		52,933,286		57,328,721		62,878,027		63,174,717		64,346,007		72,838,840		75,503,677		76,689,577		77,419,149		78,063,180		78,435,970		78,551,670		79,799,750		80,152,760		78,955,200		83,953,680

		     Telefile		3,293,680

		 Forms 1040-NR/NR-EZ/C		629,450		654,554		621,810		642,569		702,607		621,314		602,692		636,579		615,384		659,167		682,620		720,670		771,810		820,030		805,330		692,490		680,360

		     Electronic Form 1040-NR																								- 0		158,750		242,250		275,480		298,030		302,070

		 Forms 1040-PR and 1040-SS		117,850		121,479		124,311		234,733		242,279		238,232		226,531		218,196		215,362		201,098		189,900		183,680		176,940		163,650		162,520		114,480		145,930

		     Electronic Forms 1040-PR and 1040-SS										94,519		93,132		74,733		76,234		55,872		45,730		40,380		41,790		41,590		35,980		38,720		45,950		46,180

		Individual Estimated Tax, Form 1040-ES, Total		29,098,650		30,182,263		30,897,249		29,218,011		26,031,320		23,380,380		23,308,676		23,430,705		23,456,821		23,608,340		23,982,960		23,068,770		22,229,490		22,367,650		22,284,230		17,567,290		12,643,430

		     Paper Form 1040-ES		29,033,020		30,105,435		30,805,582		29,121,190		25,946,757		23,289,458		23,206,646		23,311,092		23,300,805		23,454,421		23,830,620		22,911,370		21,993,850		22,146,430		22,034,260		17,328,400		12,425,700

		     Electronic (Credit Card) Form 1040-ES		65,630		76,828		91,667		96,821		84,563		90,922		102,030		119,613		156,016		153,919		152,340		157,400		235,640		221,210		249,970		238,890		217,730

		Fiduciary, Form 1041, Total		3,698,640		3,751,386		3,729,793		3,110,569		3,095,891		3,051,389		3,036,900		3,047,673		3,178,797		3,215,902		3,174,930		3,187,540		3,115,760		3,133,750		3,158,290		2,831,110		3,256,910

		   Paper Form 1041		2,347,990		2,386,080		2,341,672		2,354,985		2,314,460		2,179,555		1,281,060		969,958		903,661		855,752		698,410		645,450		562,510		530,020		488,190		155,390		525,240

		   Electronic Form 1041		1,350,650		1,365,306		1,388,121		755,584		781,431		871,834		1,755,840		2,077,715		2,275,136		2,360,150		2,476,520		2,542,080		2,553,250		2,603,740		2,670,100		2,675,720		2,731,670

		Fiduciary Estimated Tax, Form 1041-ES		839,180		649,017		805,407		928,532		457,310		335,821		382,447		424,069		510,097		609,318		744,210		633,020		547,140		699,100		751,140		640,670		626,180

		Partnership, Forms 1065/1065-B, Total       		2,720,290		2,934,597		3,146,994		3,348,845		3,423,583		3,434,905		3,524,808		3,550,071		3,649,385		3,766,567		3,862,690		3,978,260		4,043,350		4,223,800		4,314,850		4,114,980		4,653,390

		     Paper Forms 1065/1065-B		2,539,920		2,640,080		2,681,286		2,653,445		2,440,384		2,166,949		1,724,283		1,294,804		1,102,573		946,282		758,310		663,130		580,020		540,250		479,790		108,580		494,380

		     Electronic Forms 1065/1065-B		180,370		294,517		465,708		695,400		983,199		1,267,956		1,800,525		2,255,267		2,546,812		2,820,285		3,104,380		3,315,130		3,463,330		3,683,550		3,835,050		4,006,400		4,159,010

		Corporation Income Tax, Total   		6,159,450		6,355,969		6,619,777		6,865,246		6,782,770		6,706,386		6,701,373		6,671,172		6,685,423		6,767,436		6,823,390		6,968,120		6,930,910		7,235,750		7,340,360		6,720,620		7,670,840

		     Total Paper Corporation Returns		5,948,620		5,805,599		5,745,530		5,595,892		5,006,639		4,474,723		3,565,238		2,835,152		2,435,127		2,126,599		1,810,390		1,671,390		1,481,230		1,431,910		1,314,330		521,540		1,254,140

		     Total Electronic Corporation Returns		210,830		550,370		874,247		1,269,354		1,776,131		2,231,663		3,136,135		3,836,020		4,250,296		4,640,837		5,013,000		5,296,740		5,449,680		5,803,840		6,026,030		6,199,080		6,416,700

		  Form 1120		2,012,690		2,205,543		2,203,943		2,185,188		2,074,852		1,961,773		1,927,509		1,881,483		1,842,717		1,827,649		1,794,160		1,807,400		1,725,600		1,761,200		1,770,910		1,559,980		1,813,570

		    Paper Form 1120																								491,940		422,530		397,170		357,850		134,520		320,830

		    Electronic Form 1120		56,960		150,435		239,808		336,779		452,437		552,888		789,114		974,631		1,078,505		1,169,607		1,252,940		1,315,460		1,303,070		1,364,030		1,413,060		1,425,470		1,492,750

		  Form 1120-A		210,880

		  Form 1120-F		26,910		27,984		27,605		33,222		32,107		32,512		33,690		36,324		39,513		42,514		44,600		47,990		48,100		51,080		51,930		43,960		57,530

		    Paper Form 1120-F																								24,140		22,680		21,300		19,890		9,420		19,520

		    Electronic Form 1120-F								313		1,607		2,794		6,255		9,243		12,441		16,387		19,870		23,850		25,410		29,780		32,040		34,540		38,010

		  Form 1120-FSC		1,100		847		595		479		323		222		146		122		111		87		80		70		90		50		50		30		10

		  Form 1120-H		171,550		186,379		204,958		223,841		224,300		230,796		232,777		237,588		241,770		246,378		247,620		252,640		255,100		262,540		265,530		110,390		335,070

		  Form 1120-RIC		11,040		11,039		11,356		12,404		13,248		13,337		13,415		14,235		15,889		16,320		16,930		18,090		18,210		17,980		18,220		2,530		19,130

		  Form 1120-S, Total		3,715,250		3,909,730		4,155,830		4,390,857		4,414,662		4,444,154		4,469,329		4,476,307		4,518,765		4,605,766		4,688,680		4,808,830		4,848,920		5,106,460		5,196,740		4,987,180		5,406,460

		    Paper Form 1120-S																								851,410		727,730		696,420		615,810		248,100		520,510

		    Electronic Form 1120-S		153,870		399,935		634,439		932,262		1,322,087		1,675,981		2,340,766		2,852,146		3,159,350		3,454,843		3,740,190		3,957,430		4,121,200		4,410,040		4,580,930		4,739,080		4,885,950

		  Forms 1120-L/ND/PC/REIT/SF, Total		10,020		11,071		11,944		13,875		14,621		14,967		15,578		16,264		17,685		19,794		22,270		23,780		25,600		27,180		27,840		13,250		30,070

		  Form 1120-C				3,376		3,546		5,380		8,657		8,625		8,929		8,849		8,973		8,928		9,040		9,300		9,290		9,260		9,140		3,310		9,010

		Small Corporation Election, Form 2553		550,550		530,297		516,505		475,602		410,358		384,648		388,664		391,180		396,102		434,216		442,070		463,810		468,380		498,030		472,070		338,090		484,090

		"REMIC" Income Tax, Form 1066		21,570		25,147		30,045		33,771		33,325		34,296		35,719		36,347		36,962		38,199		39,050		40,910		41,810		42,470		42,750		28,170		41,730

		Estate, Forms 706, 706-GS(D)/GS(T)/NA, Total 		54,850		59,978		47,298		48,274		42,366		23,014		12,582		28,061		33,719		35,619		36,130		35,040		33,690		32,850		23,080		16,390		29,120

		Gift, Form 709                          		265,460		264,315		255,123		257,010		238,851		226,241		223,090		260,426		371,747		267,600		238,320		244,970		242,430		244,570		250,100		173,360		253,640

		Employment, Total                       		31,058,040		30,803,939		30,717,441		30,502,853		30,158,258		29,730,957		29,371,428		29,692,167		29,826,675		30,206,367		30,088,110		30,532,810		30,584,480		31,089,490		31,583,610		27,540,550		34,071,800

		    Total Paper Employment Returns		25,200,310		25,166,224		24,742,274		24,146,682		23,469,762		22,737,280		21,829,015		21,482,092		20,847,707		20,397,217		19,358,560		18,695,550		17,756,410		17,320,620		16,648,840		11,586,780		16,524,590

		    Total Electronic Employment Returns 		5,857,730		5,637,715		5,975,167		6,356,171		6,688,496		6,993,677		7,542,413		8,210,075		8,978,968		9,809,150		10,729,550		11,837,260		12,828,070		13,768,870		14,934,770		15,953,780		17,547,210

		  Forms 940 and 940-PR, Total		5,936,840		6,045,937		6,139,763		6,172,266		5,961,939		5,749,925		5,676,336		5,606,510		5,699,137		5,778,612		5,720,620		5,821,730		5,887,550		5,950,720		6,079,770		5,952,480		6,117,700

		    Paper Forms 940 and 940-PR		4,984,950		5,023,142		5,039,916		4,990,901		4,688,580		4,431,283		4,271,366		4,108,646		4,031,875		3,958,537		3,708,070		3,611,480		3,468,880		3,360,190		3,257,900		2,932,990		2,829,370

		    Form 940 E-File/Online/XML		951,890		1,022,795		1,099,847		1,181,365		1,273,359		1,318,642		1,404,970		1,497,864		1,667,262		1,820,075		2,012,560		2,210,250		2,418,670		2,590,520		2,821,870		3,019,490		3,288,340

		  Forms 941, 941-PR/SS, Total		24,705,850		24,351,004		23,869,212		23,508,192		23,477,280		23,399,755		23,169,884		23,631,895		23,707,012		24,012,372		23,983,130		24,337,170		24,365,900		24,821,090		25,192,720		21,315,750		27,689,950

		    Paper Forms 941, 941-PR/SS		19,800,020		19,736,084		19,003,122		18,345,350		18,077,116		17,731,947		17,039,186		16,926,902		16,403,780		16,032,172		15,283,000		14,729,970		13,972,100		13,661,440		13,101,590		8,406,570		13,460,620

		    Form 941 E-File/Online/XML		4,308,410		4,614,920		4,866,090		5,162,842		5,400,164		5,667,808		6,130,698		6,704,993		7,303,232		7,980,200		8,700,130		9,607,190		10,393,800		11,159,650		12,091,130		12,909,170		14,229,330

		    Form 941-TEL		597,430

		  Forms 943, 943-PR, and 943-SS, Total		262,580		258,033		249,571		249,067		227,341		219,739		221,209		203,370		201,525		201,954		195,420		194,380		189,840		186,950		181,750		169,340		165,800

		    Paper Forms 943, 943-PR, and 943-SS 																		201,525		201,779		193,590		189,560		182,960		178,440		171,280		157,160		151,080

		    Electronic Forms 943, 943-PR, and 943-SS 																		- 0		175		1,830		4,820		6,890		8,510		10,470		12,190		14,730

		  Forms 944, 944-PR, and 944-SS, Total		- 0		N/A		322,798		440,588		376,797		253,317		200,558		162,205		136,440		135,222		115,560		107,440		76,730		68,590		66,330		49,800		48,820

		    Paper Forms 944, 944-PR, and 944-SS 				N/A		313,568		428,624		361,824		246,090		193,813		154,987		127,966		126,554		101,890		93,980		69,910		60,860		58,500		41,370		39,400

		    Electronic Form 944		- 0		N/A		9,230		11,964		14,973		7,227		6,745		7,218		8,474		8,668		13,670		13,460		6,820		7,730		7,830		8,430		9,420

		  Form 945		150,850		146,916		134,236		130,790		113,134		106,379		101,667		86,362		80,791		76,429		71,610		70,270		62,660		60,340		61,190		51,660		47,800

		    Paper Form 945																		80,791		76,397		70,250				60,770		57,880		57,730		47,160		42,400

		    Electronic Form 945																		- 0		32		1,370		1,530		1,890		2,460		3,460		4,500		5,400

		  Form CT-1                             		1,920		2,049		1,861		1,950		1,767		1,842		1,774		1,825		1,770		1,778		1,770		1,830		1,800		1,800		1,850		1,530		1,730

		Withholding Tax for Foreign Persons, Form 1042		31,270		32,245		31,972		33,647		34,891		36,680		36,571		38,810		41,963		43,256		44,460		47,470		50,160		51,360		54,090		23,730		78,740

		Exempt Organizations, Total              		815,870		835,391		877,450		1,135,314		1,119,927		1,426,131		1,325,928		1,410,892		1,439,788		1,507,508		1,541,470		1,537,020		1,551,510		1,643,820		1,649,560		1,244,870		1,839,660

		 Total Paper Exempt Organization Returns		811,290		820,290		841,454		848,082		773,615		826,020		725,464		685,582		646,935		637,682		587,620		565,700		508,500		543,940		510,710		93,180		428,610

		 Total Electronic Exempt Organization Returns		4,580		15,101		35,996		287,232		346,312		600,111		600,464		725,310		792,853		869,826		953,860		971,310		1,043,010		1,099,880		1,138,850		1,151,690		1,411,050

		    Form 990, Total		390,630		401,045		413,881		423,358		293,408		261,016		286,152		313,824		309,920		318,298		311,330		325,540		318,100		329,310		320,310		284,330		362,810

		        Paper Form 990																								96,650		79,030		77,680		58,700		11,470		57,310

		        Electronic Form 990		3,140		10,747		27,465		53,093		54,249		76,996		118,272		142,030		174,924		193,687		213,010		228,890		239,070		251,640		261,610		272,860		305,500

		    Form 990-EZ, Total		146,790		146,099		152,203		171,342		257,391		370,902		291,409		252,939		255,325		268,167		251,190		257,900		244,630		248,600		242,600		164,490		242,000

		        Paper Form 990-EZ																								134,800		116,350		112,950		100,850		18,070		78,060

		        Electronic Form 990-EZ		1,330		3,101		5,376		11,037		35,167		60,821		67,772		76,511		91,985		102,954		114,800		123,100		128,280		135,650		141,760		146,420		163,940

		    Form 990-N**				N/A		N.A.		216,872		248,358		449,770		389,548		473,918		486,299		528,117		573,270		561,040		614,100		644,600		661,000		649,500		683,630

		    Form 990-PF, Total		87,740		88,796		89,661		97,766		99,071		112,939		108,707		106,360		108,279		108,445		109,550		112,930		112,600		116,200		116,890		95,180		132,710

		        Paper Form 990-PF																								54,640		51,030		48,210		42,400		12,270		23,660

		        Electronic Form 990-PF		110		1,253		3,155		6,230		8,538		12,524		24,872		32,851		39,645		45,068		52,780		58,290		61,570		67,990		74,490		82,910		109,050

		    Form 990-T		63,450		71,284		93,559		98,071		93,118		108,270		128,171		146,427		165,792		173,128		187,100		172,520		158,840		203,100		211,020		38,600		310,360

		        Paper Form 990-T																																38,600		162,140

		        Electronic Form 990-T																																0		148,220

		    Form 4720		2,070		2,248		2,179		2,438		2,582		2,652		2,647		2,433		2,115		2,218		2,260		2,340		2,320		2,680		2,630		1,320		1,840

		        Paper Form 4720																																1,320		1,130

		        Electronic Form 4720																																N/A		710

		    Form 5227		125,190		125,919		125,967		125,467		125,999		120,582		119,294		114,991		112,058		109,135		106,770		104,750		100,930		99,340		95,120		11,450		106,310

		        Paper Form 5227																																		106,310

		        Electronic Form 5227																																		0

		Form 990-C		3,470

		Form 1041-A																																		6,760

		Government Entities/Bonds, Total		50,940		48,426		46,886		47,368		42,446		46,089		50,094		53,329		51,292		46,191		50,530		49,960		46,680		44,300		42,060		18,950		32,200

		  Form 8038		5,980		5,600		4,888		4,414		3,186		3,782		3,514		3,245		3,071		2,657		3,050		3,060		2,880		3,160		2,620		1,210		2,080

		  Form 8038-B										NA		1,694		1,029		22		12		11		- 0

		  Form 8038-CP										281		3,233		10,209		10,545		10,437		9,825		12,570		10,620		10,640		10,640		9,890		7,240		7,470

		  Form 8038-G		30,120		28,940		29,757		29,159		26,791		25,594		24,018		26,910		26,647		23,959		25,540		27,250		24,320		22,240		21,950		7,430		18,090

		  Form 8038-GC		12,870		12,396		10,693		11,644		10,448		9,493		8,689		11,038		10,132		8,970		8,590		8,260		8,100		7,710		7,120		2,760		4,260

		  Form 8038-T		1,730		1,262		1,315		1,929		1,454		1,401		1,516		1,064		582		420		410		440		360		290		260		120		260

		  Form 8038-TC										NA		667		941		333		231		173		130		160		180		90		0		0		0

		  Form 8328		240		228		233		222		286		225		178		172		180		176		240		180		200		180		220		190		40

		Political Organizations, Total		8,160		11,330		9,289		11,592		10,394		12,635		10,221		11,586		9,208		10,853		8,910		10,930		9,830		12,240		9,400		9,200		8,280

		  Form 1120-POL, Total		5,110		5,647		5,971		6,168		6,377		6,142		5,722		5,063		5,027		4,689		4,570		4,290		4,270		4,190		4,160		3,110		2,750

		    Paper Form 1120-POL																								4,260		4,240		4,160		4,120		3,070		2,680

		    Electronic Form 1120-POL										15		19		23		53		42		57		40		30		40		40		40		50		70

		  Form 8871 ***		1,130		2,235		1,366		11		2,063		2,533		2,196		2,621		2,132		2,632		2,370		3,170		3,700		4,300		3,250		2,710		3,550

		  Form 8872		1,910		3,448		1,952		1,905		1,954		3,960		2,303		3,902		2,049		3,532		1,970		3,470		1,850		3,750		2,000		3,370		1,980

		    Paper Form 8872																								740		460		770		510		190		90

		    Electronic Form 8872		1,300		2,679		1,323		3,519		1,469		3,095		1,713		3,004		1,500		2,784		1,450		2,730		1,390		2,970		1,480		3,180		1,890

		Excise, Total                           		838,920		896,462		895,388		935,498		783,926		817,021		675,808		1,027,461		916,196		982,630		993,610		1,000,650		1,011,360		1,042,890		1,074,760		1,020,320		1,192,660

		  Form 11-C		9,740		9,763		8,947		8,143		6,769		6,264		4,743		4,825		4,719		4,439		4,060		4,020		3,700		3,590		4,550		2,680		4,220

		  Form 720		107,050		104,695		102,435		100,165		92,772		96,220		121,798		123,431		202,760		204,628		202,710		193,480		190,370		186,060		187,630		168,530		184,450

		    Paper Form 720																								192,410		189,150		184,560		185,390		165,880		181,120

		    Electronic Form 720		- 0		N/A		- 0		24		57		69		180		285		574		758		880		1,070		1,230		1,490		2,250		2,660		3,330

		  Form 730		43,380		44,502		40,876		40,842		38,798		35,601		31,401		30,000		27,699		26,492		24,570		23,980		22,250		21,510		22,900		13,410		20,910

		  Form 2290		678,740		737,502		743,130		718,066		634,345		667,668		507,562		859,241		671,980		737,826		753,440		770,950		786,510		823,060		834,940		822,100		958,100

		    Paper Form 2290																								356,720		276,480		236,410		201,860		135,510		145,780

		    Electronic Form 2290		- 0		N/A		1,500		16,133		28,956		48,660		105,756		176,943		206,982		259,961		326,350		414,220		510,030		586,650		633,080		686,590		812,320

		  Form 8849								68,282		11,242		11,268		10,304		9,964		9,038		9,245		8,840		8,230		8,540		8,680		24,740		13,600		24,980

		    Paper Form 8849																								5,210		5,150		5,000		19,940		7,700		20,190

		    Electronic Form 8849								40		1,683		640		1,867		1,157		2,140		2,062		2,270		3,020		3,390		3,680		4,800		5,910		4,800

		Excise Taxes re Employee Plans, Form 5330		25,940		24,895		23,800		24,137		22,983		20,269		20,812		20,678		20,899		19,622		19,620		19,530		20,150		18,880		21,730		5,220		23,560

		Form 5500-EZ, One Participant Retirement Plans										163,294		191,263		138,015		114,388		111,215		114,181		118,160		109,360		103,260		101,200		98,490		19,100		169,660

		Payment or Refund Under Section 7519, Form 8752		40,560		39,505		39,627		43,077		37,882		36,177		33,947		33,097		31,345		30,160		29,100		28,040		26,880		25,930		24,640		11,750		20,690

		Supplemental Documents, Total         		16,993,060		18,253,309		20,221,791		20,809,237		21,888,231		23,807,048		21,579,728		22,508,560		23,925,364		23,378,708		24,503,260		24,203,600		26,433,100		27,805,920		28,594,360		23,462,910		31,609,000

		  Form 1040-X                            		3,155,820		3,618,450		4,056,377		4,803,051		4,901,898		6,624,153		10,485,817		4,613,390		3,951,923		3,689,649		3,821,440		3,785,480		3,785,480		3,488,560		3,095,940		3,125,720		5,833,930

		     Paper Form 1040-X																														3,095,940		2,981,510		4,031,650

		     Electronic Form 1040-X																														N/A		144,210		1,802,280

		  Form 4868, Total                            		9,366,470		9,679,936		9,978,958		9,661,156		10,415,389		10,407,611		10,485,817		11,014,188		12,400,346		12,400,346		13,064,560		12,680,870		14,055,180		15,324,990		15,708,340		11,598,910		14,232,800

		     Paper Form 4868		7,544,590		8,218,318		8,453,953		7,877,250		8,031,518		6,454,301		5,459,986		5,122,479		5,132,486		4,749,708		4,678,370		4,261,460		4,279,240		4,467,670		4,063,780		2,308,650		2,480,030

		     Electronic Form 4868		1,821,890		1,461,618		1,525,005		1,783,906		2,383,871		3,953,310		5,025,831		5,891,709		7,267,860		7,650,638		8,386,190		8,419,410		9,775,940		10,857,320		11,644,560		9,290,260		11,752,770

		        Credit Card 		33,370		60,755		63,374		66,838		52,458		51,301		29,382		29,500		29,700		102,030		32,630		102,030		106,800		114,800		123,120		165,380		221,150

		        E-File		1,201,420		1,400,863		1,461,631		1,717,068		2,331,413		3,902,009		4,996,449		5,862,209		7,238,160		7,548,608		8,353,560		8,317,380		9,669,140		10,742,520		11,521,440		9,124,880		11,531,620

		       TeleFile		587,100

		  Form 1120-X                             		12,280		2,989		3,160		3,447		3,685		3,797		4,716		5,675		7,000		8,552		9,850		12,240		11,930		12,640		12,790		15,540		22,750

		  Form 5558		362,140		384,798		402,043		436,965		470,356		581,850		527,328		472,197		454,767		448,711		467,420		494,960		499,650		521,710		524,310		69,360		1,081,540

		  Form 7004, Total		3,342,800		4,063,913		5,265,021		5,370,245		5,526,736		5,619,579		5,763,489		5,814,974		6,213,525		6,235,999		6,500,220		6,572,660		7,537,420		7,896,600		8,335,480		7,965,880		9,394,550

		    Paper Form 7004 																								1,672,410		1,671,940		1,614,870		1,568,470		1,157,500		1,751,170

		    Electronic Form 7004 		48,430		396,179		837,427		1,139,906		1,565,810		1,985,255		2,713,303		3,235,543		3,905,361		4,202,222		4,646,950		4,900,250		5,865,490		6,281,730		6,767,010		6,808,380		7,643,380

		  Form 8868, Total		477,860		503,223		516,232		534,373		570,167		570,058		575,857		588,136		897,803		595,451		639,760		657,410		543,450		561,410		917,500		687,510		1,043,440

		    Paper Form 8868																								285,450		227,010		207,320		518,260		230,280		484,370

		    Electronic Form 8868		2,250		13,505		30,667		53,808		89,761		112,664		173,135		214,647		258,796		296,124		333,800		371,960		316,440		354,090		399,250		457,220		559,070

		N/A—Not applicable.                                 
* A new, streamlined Form 1040 replaced Forms 1040, 1040-A, and 1040-EZ as of January 2019;  Form 1040-SR is a new individual form type beginning in Calendar Year 2020; Form 1040-SP is a new individual form type beginning in Calendar Year 2021. Forms 1040, 1040-A, and 1040-EZ returns filed for TY 2017 and prior tax years and processed in CY 2019 and CY 2020 are included in the streamlined Form 1040 volumes.
** Form 990-N must be filed electronically. There is no paper form.
*** Form 8871 must be filed electronically. There is no paper form. 
NOTES: Detail may not add to subtotal/total due to rounding.
See Table Notes section for more information. 
Table only contains Master File counts.
SOURCE: Internal Revenue Service, Statistics of Income Division.










Estate of Cecil v. Commissioner

T.C. Memo 2023-34

Major Takeaways from Cecil v. Commissioner (continued):

Is it appropriate to tax affect the earnings of an S Corporation?

Court Case

Cited Rationale for Disallowing or Allowing Tax Affecting

254

Gross v. Commissioner, T.C. Memo 1999- As a theoretical matter, we do not believe that 'tax-affecting' an S corporation's projected earnings is an

appropriate measure to offset that potential burden associated with S corporations.

Estate of Gallagher v. Commissioner,
T.C. Memo 2011-148

Finding tax affecting not appropriate where appraiser failed to explain his reasoning for tax affecting

Dallas, T.C. Memo 2006-244

Finding tax affecting not appropriate when the taxpayer assumed that an S corporation would lose its S
corporation status after a sale

Wall v. Commissioner, T.C. Memo 2001-
75

("[T]ax affecting as S corporation's income, and then determining the value of that income be reference
to the rates of return on taxable investments, means that an appraisal will give no value to S corporation
status.")

Estate of Jones, T.C. Memo 2019-101

Court concluded that tax-affecting was appropriate because the experts agreed to take into account the
form of the business entity and agreed on the entity type

Estate of Jackson v. Commissioner, T.C.
Memo 2021-48

Court did not find tax-affecting appropriate based on the assumption that a buyer would be a C
corporation

Qualifier for Jackson:

We do not hold that tax affecting is never called for. But our cases show how difficult a factual issue it is
to demonstrate even a reasonable approximation of what that effect would be. In Estate of Jones, there
was expert evidence on only one side of the question that made a difference.

Estate of Cecil v. Commissioner, T.C.
Memo 2023-24

Experts on both sides agree the tax affecting is necessary to value the subject stock.

Qualifier for Cecil:

We emphasize, however, that while we are not necessarily holding the tax affecting is always, or even
more often than not, a proper consideration for valuing an S corporation.

Recent Court Cases



Presenter Notes
Presentation Notes
The second major takeaway from Cecil is the Court’s acceptance of tax-affecting S Corporation earnings. There has been a long history of the tax courts rejecting tax-affecting S corporation earnings, as presented in a few selected cases. In the first four cases, Gross, Gallagher, Dallas and Wall, the court disallowed S corporation tax affecting. Then in 2019, the Jones case, the court allowed it citing that both experts agreed on tax affecting. That rationale was again cited in Cecil with both of the taxpayer’s experts tax affecting the S Corp earnings. 

However, the courts qualified in both the Jackson and Cecil rulings that tax affecting is a factual issue and not always a proper consideration for valuing an S corporation. 

Although these ruling do not provide concrete precedent on tax-affecting S corp earnings, they certainly a step in the tax payer’s direction.

THE SECOND Major takeaway in this case was that the court accepted tax-affecting S Corp earnings, after a long history of court cases where this was rejected by the courts, citing that both of the valuation experts agreed on tax affecting S Corp earnings in their valuations. This rationale was also used when the court accepted tax-affecting S Corp earnings in the Jones case in 2019. So we have two cases at least opening the door to tax-affecting S Corp earnings which is a significant win for tax payers.


Exam History

		706s



				Statistics on Estates

				Year		Tax Collected ($billions)		706s Filed		706s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   14.1		33,719		3,250		11.6%		$   3,300		M		9.6%

				2014		$   17.6		35,619		2,850		8.5%		$   775		M		8.0%

				2015		$   18.0		36,130		2,770		7.8%		$   428		M		7.7%

				2016		$   19.9		35,042		3,187		8.8%		$   790		M		9.1%

				2017		$   21.8		33,690		2,876		8.2%		$   799		M		8.5%

				2018		$   22.7		32,847		2,898		8.6%		$   1,500		B		8.8%

				2019		$   16.0		25,742		2,282		6.9%		$   483		M		8.9%

				2020		$   17.1		15,023		1,454		5.6%		$   384		M		9.7%

				2021		$   23.4		28,473		1,635		10.9%		$   1,300		B		5.7%

				2022		$   28.9		27,088		1,398		4.9%		$   1,800		B		5.2%



				2013 – 2022 IRS Data Book, Tables 1, 2, 9a, 17b, 18

				* For years 2013 - 2018 , Data Book reports data on “returns examined” in Table 9a and calculates % examined as 709s examined divided by 709s filed in prior year, Data Book explains examination activity generally was for returns filed in prior year. For 2019, data reported in table 17b changed to “examinations closed”, with %









				Statistics on Gifts

				Year		Tax Collected ($billions)		709s Filed		709s Closed/ Examined		% Examined		Recommended Additional Tax After Exam ($millions)

				2013		$   5.8		371,747				1.1%		$   1,200		B		0.0%

				2014		$   2.6		267,600				0.8%		$   1,300		B		0.0%

				2015		$   2.1		238,324				0.9%		$   286		M		0.0%

				2016		$   2.5		249,302				0.8%		$   303		M		0.0%

				2017		$   1.9		242,426				0.8%		$   440		M		0.0%

				2018		$   1.2		244,570				0.9%		$   465		M		0.0%

				2019		$   1.6		239,618				0.8%		$   301		M		0.0%

				2020		$   1.1		158,095				0.5%		$   272		M		0.0%

				2021		$   4.6		282,054				0.8%		$   477		M		0.0%

				2022		$   4.4		270,142				0.3%		$   762		M		0.0%

				Year		Tax Collected ($billions)						% of Returns Examined				Recommended Additional Tax After Exam ($millions)

						706s		709s				706s		709s		706s		709s

				2013		$   14.1		$   5.8				11.6%		1.1%		$   3,300		$   1,200

				2014		$   17.6		$   2.6				8.5%		0.8%		$   775		$   1,300

				2015		$   18.0		$   2.1				7.8%		0.9%		$   428		$   286

				2016		$   19.9		$   2.5				8.8%		0.8%		$   790		$   303

				2017		$   21.8		$   1.9				8.2%		0.8%		$   799		$   440

				2018		$   22.7		$   1.2				8.6%		0.9%		$   1,500		$   465

				2019		$   16.0		$   1.6				6.9%		0.8%		$   483		$   301

				2020		$   17.1		$   1.1				5.6%		0.5%		$   384		$   272

				2021		$   23.4		$   4.6				10.9%		0.8%		$   1,300		$   477

				2022		$   28.9		$   4.4				4.9%		0.3%		$   1,800		$   762





Designations



						              Appraisal Designations

				Organization		American Society of Appraisers (ASA)				National Association of Certified Valuators and Analysts (NACVA)		American Institute of Certified Public Accountants (AICPA)				CFA Institute

				Credential Name		Accredited Senior Appraiser (ASA)		Accredited Member (AM)		Certified Valuation Analyst     (CVA)		Accredited in Business Valuation (ABV)				Chartered Financial Analyst (CFA)

				Year Credential Instituted		1981				1991		1997				1963

				Prerequisite Requirements for Certification:

				Education		Four-year college degree / equivalent				College degree		College degree				Bachelor degree / equivalent

				Experience in Business Valuation		5 years		2 years		2 years for non-CPAs		Yes				No

				Credentials Required		No				CPA (if less than 2 years)		No				No

				Reference Required		Yes				Yes		No				Yes

				Submit of Client Report		Yes (1 report)		No		In lieu of case study		No				No

				Case Study		No		No		Yes or experience alternative		No				No

				Testing Requirements:

				Proctored Exam		Yes		No		Yes		Yes				Yes

				Length of Proctored Exam		8 hours		N/A		5 hours		6.5 hours				13.5 hours

				Recertification Requirements:

				CPE in BV/Related Areas		Yes				Yes		Yes				No

				Hours of CPE/Term		100 credit hours every 5 years, minimum USPAP CE				60 Points/60 hour CPE requirement every 3 years		Attest / renew annually, report 60 hrs every 3 years				N/A

				Continuing Experience		No				No		No				No

				Other Credential Features:

				Requirement to Adhere to BV Standards		Yes				Yes		Yes				No





QA and AD titles

				Qualified Appraisal and Qualified Appraiser

				Source: Treasury Reg. §1.170A-17

				Adequate Disclosure

				Source: Treasury Reg. §301.6501(c)-1

				IRS Revenue Ruling 59-60

				Valuing the stock of a Closely-Held Corporation

				Quick Reference

				IRS Publications, Treasury Regulations and Revenue Rulings 						Potentially remove

				Estate of Scott M. Hoensheid v. Commissioner

				T.C. Memo 2023-34						Remove docket #s

				Ronald Schlapfer v. Commissioner

				T.C. Memo 2023-65

				Estate of Cecil v. Commissioner

				T.C. Memo 2023-34





Adequate Disclosure (f)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg.		Description of transferred property and any consideration received by transferor						Tax Preparer

						§301.6501(c)-1(f)(2)(i)

						Treasury Reg.		Identity of, and relationship between, transferor and tranferee(s)						Tax Preparer

						§301.6501(c)-1(f)(2)(ii)

						Treasury Reg.		If property is transferred in trust, trust's tax identification number and either: (a) brief description of terms governing trust, or (b) copy of trust instrument						Tax Preparer

						§301.6501(c)-1(f)(2)(iii)



						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.						Tax Preparer

						§301.6501(c)-1(f)(2)(v)



						Treasury Reg.		Tax preparer makes the appropriate FMV disclosures (following slides)
						Tax Preparer

						§301.6501(c)-1(f)(2)(iv)

								                                     OR

						Treasury Reg.		Tax preparer submits Appraisal (following slides)
						Prepared by: Qualified Appaiser  Submitted by:    Tax Preparer

						§301.6501(c)-1(f)(3)(iv)







Adequate Disclosure (f)(2)(vi)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(2)(iv)		Detailed description of the method used to determine the fair market value of property transferred which includes:

								-		Financial data (e.g., balance sheets with explanations of adjustments) utilized in determining value;

								-		Restrictions on transferred property considered in determining fair market value; and

								-		Description of adjustments claimed in valuing transferred property (e.g., discounts for blockage, minority or fractional interests, and lack of marketability).

								If transferred property is an interest that is actively traded on an established exchange:

								-		Recitation of exchange where interest is listed;

								-		CUSIP number of security; and

								-		Mean between highest and lowest quoted selling prices on valuation date.

								If transferred property is an interest in entity that is not actively traded:

								-		Discounts claimed in valuing interests in entity or assets owned by entity;

								-		Net asset value of entity;

								-		Pro rata portion of entity transferred; and           

								-		Fair market value of interest transferred as reported on return.

								If the entity that is the subject of the transfer owns an interest in another non-actively traded entity (either directly or through ownership of an entity), the information required in this paragraph (f)(2)(iv) must be provided for each entity if the information is relevant and material in determining the value of the interest. 





Adequate Disclosure (f)(3)(iv)



						Authority		Adequate Disclosure Requirements

						Treas. Reg.    §301.6501(c)-1(f)(3)(iv)		Submission of Appraisals 

								(i) The Appraisal is prepared by an appraiser who satisfies all of the following requirements:

								A.		The appraiser is an individual who holds themselves out to public as appraiser or performs appraisals on a regular basis;

								B.		Based on the their qualifications, including their background, experience, education, and professional appraisal association memberships The appraiser is qualified to make appraisals of the type of property being value

								C.		The appraiser is not the donor or the donee of the property or a member of the family of the donor or done or any person employed by the donor, the donee, or a member of the family of either.

								(ii) The appraisal contains all of the following:

								A.		The date of the transfer, the date on which the transferred property was appraised, and the purpose of the appraisal.

								B.		A description of the property.

								C.		A description of the appraisal process employed.

								D.		A description of the assumptions, hypothetical conditions, and any limiting conditions and restrictions on the transferred property that affect the analyses ,opinions, and conclusions.

								E.		The information considered in determining the appraised value including all financial data used. 

								F.		The appraisal procedures followed, and the reasoning that supports the analyses, opinions, and conclusions. 

								G.		The valuation method utilized, the rationale for the valuation method, and the procedure used in determining the fair market value of the asset transferred.

								H.		The specific basis for the valuation, such as specific comparable sales or transactions, sales of similar interests, asset-based approaches, merger-acquisition transactions, etc.





Adequate Disclosure (e)(2)

						Authority		Adequate Disclosure Requirements						Prepared & Submitted by

						Treasury Reg. §301.6501(c)-1(e)(2)(i)		Description of transaction, including description of transferred and retained interests and method(s) used to value each						Qualified Appraiser and/or Tax Preparer



						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions						Tax Preparer

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg. §301.6501(c)-1(e)(2)(iii)		Detailed description (including actuarial factors and discount rates used) of the method used to determine amount of gift arising from transfer (or taxable event), including, in the case of an equity interest is not actively traded, the financial and other data used in determining value. Financial data should generally include balance sheets, statements of net earnings, operating results, and dividends paid for each of 5 years immediately before valuation date.						Qualified Appraiser and/or Tax Preparer







HoldCo Assets - Liquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				More Liquid & FMV Prices are More Readily Available		Potential Sources for FMV Indications		Potential Issues with FMV Indications

				Cash and equivalents		Account statements		None

				Public equities		Account statements		None

						Public Databases (e.g. public search engine, Bloomberg, S&P Capital IQ)

				Secured third-party loans and receivables		Account statements		May not reflect the actual FMV due to current interest rate environment

						Amortization schedules

						Cash-out value prepared by the borrower or lender







HoldCo Assets - Illiquid

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private entities		Letter-of-intent

						Buy-sell agreement formula		Not a qualified appraisal

						Transaction of similar interests amongst owners		A formula clause in an agreement may not reflect current market pricing

						Industry "Rule of Thumb"		May not consider current economic, industry and company specific factors impacting value

						Management's internal calculation

						Appraisal performed for a different purpose		Another valuation report may state it cannot be used for any other purpose

				Real estate		Recent Sales		Not a qualified appraisal

				(Wholly owned and tenancy in common)		Public Databases (e.g. Zillow, Redfin,CoStar, etc.)		Reliance on algorithms vs. property fundamentals

								Market approach usually relied upon (without consideration of income approach)

				Mineral interests		Royalty valuation rules-of-thumb		Not a qualified appraisal

						Letter-of-intent

						Executive management provided values

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









HoldCo Assets - Illiquid (2)

				An Estate or Holding Company May Have Any of the Following Assets and/or Liabilities

				Less Liquid & FMV Prices are Less Readily Available		Potential Sources for Value Indications		Potential Issues with Value Indications*

				Ownership in private funds  (e.g. private equity, venture capital, private real estate funds, etc.)		K-1s		Not a qualified appraisal

						Other investment reports generated by the fund for investors (e.g. adjusted balance sheets, estimated property values, etc.)		Statement dates and valuation date could be months apart

								May not reflect equity "waterfall" structure

						Fund prepared capital account statements

						Account statements		Not a qualified appraisal

				Related-party loans         (assets and/or liabilities)		Amortization schedules		May not reflect the terms of the loans (e.g., default interest rates, overdue, etc.)

						Executive management's internal calculation		Out of market rates

				Art, collectibles, vehicles, and equipment		Recent Sales		Not a qualified appraisal

						Auction websites		May reflect a specific buyer price and not a market price (e.g. sentimental value vs. market value, needed to complete a collection, etc.)

						Appraisal blogs

				*A qualified appraisal prepared for the asset for the same stated purpose and valuation date as the HoldCo would negate potential issues listed. 









Hoenshied Timeline (3)



														Form 706 Claims $40m Gross Estate, $30 million Taxable Estate



														2015 Tax Return Selected for Examination



														IRS Proposed to Disallow Charitable Contribution



														IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														IRS Issued Amended Notice of Deficiency and Increased Penalty

														1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

														2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

														3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

														4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

														5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline (2)



														April 2016		2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction



														December 2017		2015 Tax Return Selected for Examination



														December 2018		IRS Proposed to Disallow Charitable Contribution



														October 2019		IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662



														August 2020		IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Hoenshied Timeline

																																Focus on this - maybe don't need any of the previous squares because my emphasis is not on the timing issue, but on the qualified appraisal issue

																																Second paragraph pg. 15, burden is on the petitioner with respect to 1) whether they made a valid gift of share to Fidelity Charitable, and 2) whether they are entitled to a charitable contribution deduction.

																																Issues are whether a valid gift was made (pg 16, para 2) and on what date (not detailing this part in the presentation), then *respondent(?) must determine the tax consequences, including eligibility for a charitable contribution deduction, of any gift by petitioners.

								Don't need this one								Don't need this one												Not focus of presentation				Petitioner argues gift was made June 11, 2015, respondent argues gift was made on July 13, 2015 when Fidelity received stock certificate. Court concluded (pg 25, D) that petitioners divested themselves of title on July 13 (petitioners failed to establish that any elements of a valid gift were present on June 11, 2015.

																																Pg. 34, III, Charitable Contribution - we have concluded that petitioners did make a valid gift and although we have determined that gift to be an assignment of income (VS. A GIFT OF STOCK??), petitioners may neverless be entitled to a charitable contribution.

																												This is the meat of what I want to present (pg. 36, B)				Respondent asserts that petitioners have failed to satisfy both requirements (CWA and qualified appraisal) and thus are NOT entitled to a charitable contribution deduction for the gift of CSTC shares to Fidelity Charitable.

				December 2014				Early January 2015				April 1, 2015				Mid-April 2015				June 11, 2015				June 12, 2015				July 10, 2015				April 14, 2016				2019

				3 Shareholders (brothers) decided to sell CSTC, engaged FINNEA Group				FINNEA began soliciting bids and received several letters of intent				Private Equity firm submitted a LOI to acquire CSTC for $92 million				Shareholder considers charitable contribution of CSTC stock to a donor-advised fund				Shareholder signs agreement to transfer an undefined number of shares to the donor-advised fund				Private Equity firm approves acquisition of CSTC subject to due diligence				Private Equity firm approves acquisition of CSTC subject to due diligence				2015 Tax Return filed, no capital gains on 1,380 shares and claimed charitable contribution deduction of $3,282,511				Scott Hoensheid died. His estate filed 706 reporting $40 million in gross assets and $30 million in taxable assets.

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares																				Form 8283, Noncash Charitable Contribution with a date of June 11, 2015.

																																Declaration of appraiser signed by Brian Dragon as appraiser (pg 13-14 Tax Memo). Attached was a document entitled "CSTC Fidelity Gift Fund Valuation" which purported to be a qualified appraisal.

				It involves the contribution of appreciated shares of stock in a closely held corporation to a charitable organization that administers donor-advised funds for tax-exempt purposes under section 501(c)(3).1 The contribution was made near contemporaneously with the

																April 2016				December 2017				 December 2018				October 2019				August 2020

																2015 Tax Return Filed Claiming $3.28m Charitable Contribution Deduction				2015 Tax Return Selected for Examination				IRS Proposed to Disallow Charitable Contribution				IRS Issued Notice of Deficiency Resulting From Disallowance of Charitable Contribution, Including Penalty Under Section 6662				IRS Issued Amended Notice of Deficiency and Increased Penalty

																1. In April 2016,  the 2015 Tax Return was filed claiming a charitable contribution deduction of $3,282,511 and no capital gain on the 1,380 shares contributed. 

																2. On December 19, 2017, the Petitioner was informed that the Commissioner had selected the 2015 return for examination.

																3. On December 6, 2018, the Petitioner received a letter from the IRS that proposed to disallow in full petitioners’ charitable contribution deduction.

																4. On October 9, 2019 IRS issued a Notice of Deficiency resulting from disallowance of the claimed charitable contribution, and a penalty under section 6662(a). 

																5. On August 25, 2020, IRS issued an amended deficiency and increased section 6662(a) penalty, due to the anticipatory assignment of income doctrine. 





Sub Comp Cases

						Court Case		Doctrine of Substantial Compliance 

						Bond v. Commissioner, 100 T.C. 32, 41 (1993)		The purpose of the qualified appraisal requirements it "to provide the IRS with information sufficient to evaluate claimed deductions and assist it in detecting overvaluations of donated property."

						Costello v. Commissioner, T.C. Memo. 2015-87		The purpose of the appraisal is to 'show the work' so as to obviate the injection of unfouded guessing into the tax scheme. 

						Hewitt v Commissioner, 109 T.C. 258, 265 & n.10 (1997)		Describing substantial compliance as applicable where the taxpayer "has provided most of the information required" or made ommissions "solely through inadvertance".

						Estate of Evenchik v. Commissioner, T.C. Memo 2013-34		We thus generally decline to apply substantial compliance where a taxpayer's appraisal either (1) fails to meet substantive requirements in the regulations or (2) omits entire categories of required information.

						Legistlative history





Cecil Gifts

												William Cecil, Sr.																Mary Cecil







				Grandchild 1				Grandchild 2				Grandchild 3				Grandchild 4				Grandchild 5				Child 1								Child 2

				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class B Non-Voting				Class A Voting								Class A Voting





Cecil Timeline









				2010				2014								2023

				Gifts Made, 709s timely filed 				Notice of Deficiency Issued to Taxpayers March 2014				Taxpayer Experts and IRS Expert Perform Valuations 				Tax Court Memo Filed February 2023





Cecil Methods

								Adams Value after Discounts		$   10,190,465

								Number of Shares		10,000				15.76

								Per Share		$   1,019



						Original Gift Valuation Dixon Hughes		IRS Notice of Deficiency		Taxpayer Expert (Adams)		Taxpayer Expert (Hawkins)		IRS Expert (Morrison)



				Method Applied		Methods Applied

				Asset Approach		50%		100%		not applied		not applied		10%

				Income Approach		50%				50%		50%		90%

				Market Approach						25% / 25%		50%		not applied

						Pass-Through Entity Tax Affecting Applied				Tax Affecting

				Tax-Affecting (Income Approach)						Yes / No*		Yes @24.6%		Yes @17.6%

						Discounts Applied

				Discount for Lack of Control						20%				38% (Asset)

				Discount for Lack of Marketability						30%		25%		19% - 27%

				Discount for Lack of Voting Rights						not applied		2%		not applied

						Equity  Value (After Discounts)

				Total Equity Value		~$22.3 million		~$50 million		~$10.2 million		~$12.3 million**		~$15.8 million

						Per Share Equity Value

				Class A Voting		$3,308				$1,019		$1,131		$4,000

				Class B Non-Voting (smaller block)		$2,236		$5,000**		$1,019		$1,108		$3,276

				Class B Non-Voting (larger block)		$2,236		$5,000**		$1,019		$1,108		$3,066

				*Adams value without tax-affecting not presented.

				** Inferred from facts provided in Tax Court Memo.



		Hawkins		Income						Hawkins Value after Discounts		$   13,638,300

		NCF		1,162,600						Number of Shares		10,000

		Cap Rate		10.7%						Per Share		$   1,364

		Total Equity		10,865,421

		SEAM S Corp Benefit		2,772,879

		Equity + S Corp Benefit		13,638,300

				10,000.00

		Income		1353.83

		Market

		Class A		1131.00

		Class B		1108.00

				11080000





Tax Affect Cases (2)

						Court Case		Cited Rationale for Disallowing or Allowing Tax Affecting

						Gross v. Commissioner, T.C. Memo 1999-254		As a theoretical matter, we do not believe that 'tax-affecting' an S corporation's projected earnings is an appropriate measure to offset that potential burden associated with S corporations.

						Estate of Gallagher v. Commissioner, T.C. Memo 2011-148		Finding tax affecting not appropriate where appraiser failed to explain his reasoning for tax affecting

						Dallas, T.C. Memo 2006-244		Finding tax affecting not appropriate when the taxpayer assumed that an S corporation would lose its S corporation status after a sale

						Wall v. Commissioner, T.C. Memo 2001-75		("[T]ax affecting as S corporation's income, and then determiningthe value of that income be reference to the rates of return on taxable investments, means that an appraisal will give no value to S corporation status.")

						Estate of Jones, T.C. Memo 2019-101		Court concluded that tax-affecting was appropriate because the experts agreed to take into account the form of the business entity and agreed on the entity type

						Estate of Jackson v. Commissioner, T.C. Memo 2021-48		Court did not find  tax-affecting appropriate based on the assumption that a buyer would be a C corporation

						Qualifier for Jackson:		We do not hold that tax affecting is never called for. But our cases show how difficult a factual issue it is to demonstrate even a reasonable approximation of what that effect would be. In Estate of Jones, there was expert evidence on only one side of the question that made a difference.

						Estate of Cecil v. Commissioner, T.C. Memo 2023-24		Experts on both sides agree the tax affecting is necessary to value the subject stock.

						Qualifier for Cecil:		We emphasize, however, that while we are not necessarily holding the tax affecting is always, or even more often than not, a proper consideration for valuing an S corporation.





Sorenson Timeline



				December 31, 2014				December 31, 2014				March 31, 2015								2022

				$5 Million Defined Value Gifts to Grantor Trusts 				Nonvoting Shares Valued at $532.79 Per Share				Sold 5,365 Nonvoting Shares to Grantor Trust for $532.79 Per Share				IRS Notice of Deficiency for March 2014 Gift, Valuing Shares at $2,734.80				December 2014 Settlement               $1,640 Per Share				December 2015 Settlement               $1,722 Per Share

								$5,000,000 / $532.79 per share = 9,384.56 shares				$5,000,000 / $532.79 per share = 9,384.56 shares

								The brothers rounded up to 9,385 shares, or 30% of non-voting shares				The brothers rounded up to 9,385 shares, or 30% of non-voting shares





Sorensen

				per share		Number of shares		Value of gift				Source 

		12/31/14		$   532.79		9,384.56		$   5,000,000				DHG Valuation

		3/31/15		$   532.79		5,365.00		$   2,858,418						Secured promissory note

		11/15/21								$   1,000,000,000		Company sold

								Each Trust received		$   153,000,000



		Notice of Deficiency 2014 Gift		$   1,923.56

		Notice of Deficiency 2015 Gift		$   2,076.86

						Gift Tax in Dispute		Penalties in Dispute

		Notice of Deficiency 2014 Gift		$   1,923.56		$   8,950,000		$   3,580,000

		Notice of Deficiency 2015 Gift		$   2,076.86		$   4,620,000		$   1,850,000

						$   13,570,000		$   5,430,000





Not Used>>





IRS Budget

						Year		IRS Operating Costs (in billions of 2021 dollars)		Average tax collected per capita (in 2021 dollars)*		Full-time equivalent IRS positions		Technology and Business System Modernization Costs (in millions of 2021 dollars)**								Cost of collecting $100 (in dollars)

						1991		$11.48		$8,499		114,628										0.56

						1992		$11.83		$8,396		116,673										0.58

						1993		$12.44		$8,450		113,460										0.6

						1994		$12.51		$8,831		110,748		$1,149.80								0.57

						1995		$12.39		$9,146		112,024		$1,396.70								0.54

						1996		$11.89		$9,488		106,642		$1,170.80								0.49

						1997		$11.53		$10,008		101,703		$394.50								0.44

						1998		$12.07		$10,619		98,037		$408.20								0.43

						1999		$13.04		$11,053		98,730		$488.30								0.43

						2000		$12.70		$11,651		97,074		$342.90								0.39

						2001		$13.13		$11,385		97,707		$53.70								0.41

						2002		$13.36		$10,515		99,181		$58.20								0.45

						2003		$13.47		$9,864		98,819		$72.30								0.48

						2004		$13.62		$9,840		97,597		$70.20								0.48

						2005		$14.03		$10,600		94,282		$58.20								0.46

						2006		$13.83		$11,290		91,717		$289.20								0.42

						2007		$13.65		$11,617		92,017		$305.40								0.4

						2008		$13.86		$11,307		90,647		$309.10								0.41

						2009		$14.37		$9,612		92,577		$280.20								0.5

						2010		$14.90		$9,388		94,711		$353.40								0.53

						2011		$14.56		$9,306		94,709		$403.90								0.51

						2012		$13.93		$9,464		90,280		$414.30								0.48

						2013		$13.21		$10,478		86,974		$300.20								0.41

						2014		$13.00		$10,986		84,133		$281.70								0.38

						2015		$12.71		$11,742		79,890		$276.10								0.35

						2016		$12.98		$11,623		77,924		$434.10								0.35

						2017		$12.56		$11,595		76,832		$347.90								0.34

						2018		$12.52		$11,422		73,519		$267.00								0.34

						2019		$12.38		$11,484		73,554		$365.50								0.33

						2020		$12.64		$11,061		75,773		$312.90								0.35

						2021		$13.70		$12,367		78,661		$347.90								0.33

						2022		$12.30

						2023		$12.30

						2024		$14.10

						Source: IRS and author calculations.



						*Based on total collections from all sources



						**Tech spending in 2000 includes Y2K funding

						taxfoundation.org; IRS Is Raising More with Less, But New Funding Misses the Mark; August 29, 2022, Scott Hodge





Exemptions

										Exemption through the Years

										Federal estate taxes exempt a share of estates from federal estate taxes. For the 2023 tax year, if an estate is worth less than $12.92 million, no federal estate taxes may apply.

										Year		Single Exclusion Amount		Married Exclusion Amount

										2013		$   5,250,000		$   10,500,000

										2014		$   5,340,000		$   10,680,000

										2015		$   5,430,000		$   10,860,000

										2016		$   5,450,000		$   10,900,000

										2017		$   5,490,000		$   10,980,000

										2018		$   11,180,000		$   22,360,000

										2019		$   11,400,000		$   22,800,000

										2020		$   11,580,000		$   23,160,000

										2021		$   11,700,000		$   23,400,000

										2022		$   12,060,000		$   24,120,000

										2023		$   12,920,000		$   25,840,000

										2024E*		$   13,610,000		$   27,220,000

										2025E*		$   14,160,000		$   28,320,000

										January 1, 2026 SUNSET

										2026E*		$   7,000,000		$   14,000,000

										Chart Source: TheBalance, November 15, 2022

										*Estimated figures adjusted annually on January 1st based on inflation.

										If Congress does nothing between now and January 1, 2026, the exemptions will by cut in half (adjusted for inflation).





Seven Springs

		Seven Springs Appraised Values vs. Trump Estimates

						1995		$   7,500,000		purchase price

						2000		$   25,000,000		bank appraisal - as-is market value

						2006		$   30,000,000		bank appraisal - as-is market value



						2011		$   261,000,000		Statement reported value

						2012		$   291,000,000		Statement reported value

						2013		$   291,000,000		Statement reported value

						2014		$   291,000,000		Statement reported value

						Statement asserted that this property is zoned for 9 luxurious homes and the valuation is based on an assessment make by Mr. Trump in conjunction with his associates of the projected net cash flow which would derive as those units are constructed and sold, and the estimated fair market value of the existing mansion and other buildings.

								One mansion		$   23,000,000

						Supporting spreadsheets provided to Mazars (accounting firm). No fair value analyses were done to support these values.

								Assets		2011		2012		2013		2014

								Seven mansions approved		$   161,000,000		$   161,000,000		$   161,000,000		$   161,000,000		selling price of $35 million less cost of $12 million

								Main mansion		$   70,000,000		$   100,000,000		$   100,000,000		$   100,000,000

								Remaining land		$   30,000,000		$   30,000,000		$   30,000,000		$   30,000,000









Adequate Disclosure (2)



						Adequate Disclosure Requirements				Prepared & Submitted by

								a) Appraisal meeting these requirements: 		Tax Preparer

						Treas. Reg.		(i) Is prepared and signed by individual who:

						301.6501(c)-1(f)(2)(iv)		-1

								-2

								(3) is someone other than donor, donee, member of family of donor or donee, or employee of donor, donee, or member of family of donor or donee.

						Adequate Disclosure Requirements

						Treas. Reg.		a) Appraisal meeting these requirements: 

						301.6501(c)-1(f)(2)(iv) (continued)		(ii) Provides: 

								(1) date of transfer, date of appraisal, and purpose of appraisal;

								(2) description of transferred property;

								(3) description of appraisal process;

								(4) description of assumptions, conditions, and restrictions affecting appraisal;

								(5) all information considered in determining appraised value;

								(6) procedures followed and underlying reasoning;

								(7) valuation method used, rationale for method, and procedure used in determining fair market value of transferred property; and

								(8) specific basis for valuation.

						Treasury Reg.		Statement describing any position taken contrary to proposed, temporary, or final Treasury Regulations or revenue rulings published at time of transfer.

						§301.6501(c)-1(f)(2)(v)

						Adequate Disclosure Requirements

						Treasury Reg.		Description of transaction, including description of transferred and retained interests and method(s) used to value each

						§301.6501(c)-1(e)(2)(i)

						Treasury Reg.		Identity of, and relationship among: (a) transferor, (b) transferee, (c) all persons participating in transaction, and (d) all parties related to transferor holding equity interest in any entity involved in transactions

						§301.6501(c)-1(e)(2)(ii)

						Treasury Reg.		Detailed description, including actuarial factors and discount rates used, of method used to determine amount of gift arising from transfer or taxable event

						§301.6501(c)-1(e)(2)(iii)

						Treasury Reg.		If transfer is of entity interest not actively traded, detailed description of financial and other data used in determining value, generally including: (a) balance sheets, (b) statements of net earnings, (c) operating results, and (d) dividends paid for each of 5 years immediately before valuation date

						§301.6501(c)-1(e)(2)(iv)





706s Filed history

		Table 1. United States: Total Number of Returns Filed by Type of Return 

		Type of Return

				2005		2006		2007		2008		2009		2010		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				(1)		(2)		(3)		(4)		(5)		(6)		(7)		(8)		(9)		(10)		(11)		(12)		(13)		(14)		(15)		(16)		(17)

		Grand Total                             		226,297,970		230,895,904		237,383,281		252,537,925		238,303,718		235,160,163		234,859,243		239,206,641		240,544,811		242,603,047		245,390,930		246,799,870		248,305,380		253,758,970		256,220,410		246,671,690		263,937,860

		   Paper Grand Total		148,289,350		147,840,351		146,293,004		150,306,315		128,117,087		118,306,489		99,900,419		93,595,701		88,633,064		84,774,458		81,480,540		77,469,710		74,390,920		73,506,740		70,096,700		49,231,970		58,152,650

		   Electronic Grand Total		78,008,620		83,055,553		91,090,277		102,231,610		110,186,631		116,853,674		134,958,824		145,610,940		151,911,747		157,828,589		163,910,390		169,330,160		173,914,460		180,252,230		186,123,710		197,439,720		205,785,210

		Total Primary Returns		209,304,910		212,642,595		217,161,490		231,728,688		216,415,487		211,353,115		213,279,515		216,698,081		216,619,447		219,224,339		220,887,670		222,596,270		221,872,280		225,953,040		227,626,050		223,208,780		232,322,110

		Individual Income Tax, Total 		133,023,130		135,197,433		138,471,446		154,709,342		143,525,712		141,458,813		144,002,430		146,455,969		145,851,813		147,520,374		148,649,940		150,640,090		150,815,030		153,444,970		154,430,820		160,884,420		165,225,530

		 Forms 1040, 1040-SR, and 1040-SP, Total *																																160,077,450		164,399,240

		 Forms 1040, 1040-A, and 1040-EZ, Total *		132,275,830		134,421,400		137,725,325		153,832,040		142,580,826		140,599,267		143,173,210		145,601,194		145,021,067		146,660,109		147,777,430		149,735,730		149,866,290		152,461,280		153,462,980

		  Total Paper Individual Returns *		63,811,990		61,181,900		57,863,242		64,059,483		47,222,531		42,001,133		31,250,530		26,816,450		23,810,660		21,948,655		20,037,360		18,683,140		18,202,780		17,760,660		15,963,960		10,608,430		14,029,090

		     Paper Form 1040		45,459,870		42,175,284		40,166,007		39,093,746		32,422,102		29,763,340		21,534,740		18,373,026		16,248,704		15,211,099		13,299,800		13,366,820		12,707,400		12,506,340		15,963,960		9,094,770		12,133,360

		     Paper Form 1040-A		10,025,880		9,270,201		8,337,268		15,939,026		7,504,548		6,617,781		5,306,380		4,543,455		3,973,861		3,504,664		3,504,660		2,904,330		2,939,760		2,728,180

		     Paper Form 1040-EZ		8,326,250		9,736,415		9,359,967		9,026,711		7,295,881.00		5,620,012		4,409,410		3,899,969		3,588,095		3,232,892		3,232,890		2,412,000		2,555,610		2,526,150

		     Paper Form 1040-SR																														N/A		1,513,650		1,894,400

		     Paper Form 1040-SP																														N/A		N/A		1,330

		  Total Electronic Individual Returns*		68,463,840		73,239,500		79,862,083		89,772,557		95,358,295		98,598,134		111,922,680		118,784,744		121,210,407		124,711,454		127,740,070		131,052,590		131,663,510		134,700,620		137,499,020		149,469,020		150,370,150

		     Online Filing		17,084,720		20,306,214		22,533,362		26,894,530		32,183,578		34,252,127		39,083,840		43,281,067		44,520,830		47,292,305		49,676,890		52,616,630		53,111,840		54,900,880		57,346,260		70,513,830		66,416,470

		     Practitioner Electronic Filing		48,085,440		52,933,286		57,328,721		62,878,027		63,174,717		64,346,007		72,838,840		75,503,677		76,689,577		77,419,149		78,063,180		78,435,970		78,551,670		79,799,750		80,152,760		78,955,200		83,953,680

		     Telefile		3,293,680

		 Forms 1040-NR/NR-EZ/C		629,450		654,554		621,810		642,569		702,607		621,314		602,692		636,579		615,384		659,167		682,620		720,670		771,810		820,030		805,330		692,490		680,360

		     Electronic Form 1040-NR																								- 0		158,750		242,250		275,480		298,030		302,070

		 Forms 1040-PR and 1040-SS		117,850		121,479		124,311		234,733		242,279		238,232		226,531		218,196		215,362		201,098		189,900		183,680		176,940		163,650		162,520		114,480		145,930

		     Electronic Forms 1040-PR and 1040-SS										94,519		93,132		74,733		76,234		55,872		45,730		40,380		41,790		41,590		35,980		38,720		45,950		46,180

		Individual Estimated Tax, Form 1040-ES, Total		29,098,650		30,182,263		30,897,249		29,218,011		26,031,320		23,380,380		23,308,676		23,430,705		23,456,821		23,608,340		23,982,960		23,068,770		22,229,490		22,367,650		22,284,230		17,567,290		12,643,430

		     Paper Form 1040-ES		29,033,020		30,105,435		30,805,582		29,121,190		25,946,757		23,289,458		23,206,646		23,311,092		23,300,805		23,454,421		23,830,620		22,911,370		21,993,850		22,146,430		22,034,260		17,328,400		12,425,700

		     Electronic (Credit Card) Form 1040-ES		65,630		76,828		91,667		96,821		84,563		90,922		102,030		119,613		156,016		153,919		152,340		157,400		235,640		221,210		249,970		238,890		217,730

		Fiduciary, Form 1041, Total		3,698,640		3,751,386		3,729,793		3,110,569		3,095,891		3,051,389		3,036,900		3,047,673		3,178,797		3,215,902		3,174,930		3,187,540		3,115,760		3,133,750		3,158,290		2,831,110		3,256,910

		   Paper Form 1041		2,347,990		2,386,080		2,341,672		2,354,985		2,314,460		2,179,555		1,281,060		969,958		903,661		855,752		698,410		645,450		562,510		530,020		488,190		155,390		525,240

		   Electronic Form 1041		1,350,650		1,365,306		1,388,121		755,584		781,431		871,834		1,755,840		2,077,715		2,275,136		2,360,150		2,476,520		2,542,080		2,553,250		2,603,740		2,670,100		2,675,720		2,731,670

		Fiduciary Estimated Tax, Form 1041-ES		839,180		649,017		805,407		928,532		457,310		335,821		382,447		424,069		510,097		609,318		744,210		633,020		547,140		699,100		751,140		640,670		626,180

		Partnership, Forms 1065/1065-B, Total       		2,720,290		2,934,597		3,146,994		3,348,845		3,423,583		3,434,905		3,524,808		3,550,071		3,649,385		3,766,567		3,862,690		3,978,260		4,043,350		4,223,800		4,314,850		4,114,980		4,653,390

		     Paper Forms 1065/1065-B		2,539,920		2,640,080		2,681,286		2,653,445		2,440,384		2,166,949		1,724,283		1,294,804		1,102,573		946,282		758,310		663,130		580,020		540,250		479,790		108,580		494,380

		     Electronic Forms 1065/1065-B		180,370		294,517		465,708		695,400		983,199		1,267,956		1,800,525		2,255,267		2,546,812		2,820,285		3,104,380		3,315,130		3,463,330		3,683,550		3,835,050		4,006,400		4,159,010

		Corporation Income Tax, Total   		6,159,450		6,355,969		6,619,777		6,865,246		6,782,770		6,706,386		6,701,373		6,671,172		6,685,423		6,767,436		6,823,390		6,968,120		6,930,910		7,235,750		7,340,360		6,720,620		7,670,840

		     Total Paper Corporation Returns		5,948,620		5,805,599		5,745,530		5,595,892		5,006,639		4,474,723		3,565,238		2,835,152		2,435,127		2,126,599		1,810,390		1,671,390		1,481,230		1,431,910		1,314,330		521,540		1,254,140

		     Total Electronic Corporation Returns		210,830		550,370		874,247		1,269,354		1,776,131		2,231,663		3,136,135		3,836,020		4,250,296		4,640,837		5,013,000		5,296,740		5,449,680		5,803,840		6,026,030		6,199,080		6,416,700

		  Form 1120		2,012,690		2,205,543		2,203,943		2,185,188		2,074,852		1,961,773		1,927,509		1,881,483		1,842,717		1,827,649		1,794,160		1,807,400		1,725,600		1,761,200		1,770,910		1,559,980		1,813,570

		    Paper Form 1120																								491,940		422,530		397,170		357,850		134,520		320,830

		    Electronic Form 1120		56,960		150,435		239,808		336,779		452,437		552,888		789,114		974,631		1,078,505		1,169,607		1,252,940		1,315,460		1,303,070		1,364,030		1,413,060		1,425,470		1,492,750

		  Form 1120-A		210,880

		  Form 1120-F		26,910		27,984		27,605		33,222		32,107		32,512		33,690		36,324		39,513		42,514		44,600		47,990		48,100		51,080		51,930		43,960		57,530

		    Paper Form 1120-F																								24,140		22,680		21,300		19,890		9,420		19,520

		    Electronic Form 1120-F								313		1,607		2,794		6,255		9,243		12,441		16,387		19,870		23,850		25,410		29,780		32,040		34,540		38,010

		  Form 1120-FSC		1,100		847		595		479		323		222		146		122		111		87		80		70		90		50		50		30		10

		  Form 1120-H		171,550		186,379		204,958		223,841		224,300		230,796		232,777		237,588		241,770		246,378		247,620		252,640		255,100		262,540		265,530		110,390		335,070

		  Form 1120-RIC		11,040		11,039		11,356		12,404		13,248		13,337		13,415		14,235		15,889		16,320		16,930		18,090		18,210		17,980		18,220		2,530		19,130

		  Form 1120-S, Total		3,715,250		3,909,730		4,155,830		4,390,857		4,414,662		4,444,154		4,469,329		4,476,307		4,518,765		4,605,766		4,688,680		4,808,830		4,848,920		5,106,460		5,196,740		4,987,180		5,406,460

		    Paper Form 1120-S																								851,410		727,730		696,420		615,810		248,100		520,510

		    Electronic Form 1120-S		153,870		399,935		634,439		932,262		1,322,087		1,675,981		2,340,766		2,852,146		3,159,350		3,454,843		3,740,190		3,957,430		4,121,200		4,410,040		4,580,930		4,739,080		4,885,950

		  Forms 1120-L/ND/PC/REIT/SF, Total		10,020		11,071		11,944		13,875		14,621		14,967		15,578		16,264		17,685		19,794		22,270		23,780		25,600		27,180		27,840		13,250		30,070

		  Form 1120-C				3,376		3,546		5,380		8,657		8,625		8,929		8,849		8,973		8,928		9,040		9,300		9,290		9,260		9,140		3,310		9,010

		Small Corporation Election, Form 2553		550,550		530,297		516,505		475,602		410,358		384,648		388,664		391,180		396,102		434,216		442,070		463,810		468,380		498,030		472,070		338,090		484,090

		"REMIC" Income Tax, Form 1066		21,570		25,147		30,045		33,771		33,325		34,296		35,719		36,347		36,962		38,199		39,050		40,910		41,810		42,470		42,750		28,170		41,730

		Estate, Forms 706, 706-GS(D)/GS(T)/NA, Total 		54,850		59,978		47,298		48,274		42,366		23,014		12,582		28,061		33,719		35,619		36,130		35,040		33,690		32,850		23,080		16,390		29,120

		Gift, Form 709                          		265,460		264,315		255,123		257,010		238,851		226,241		223,090		260,426		371,747		267,600		238,320		244,970		242,430		244,570		250,100		173,360		253,640

		Employment, Total                       		31,058,040		30,803,939		30,717,441		30,502,853		30,158,258		29,730,957		29,371,428		29,692,167		29,826,675		30,206,367		30,088,110		30,532,810		30,584,480		31,089,490		31,583,610		27,540,550		34,071,800

		    Total Paper Employment Returns		25,200,310		25,166,224		24,742,274		24,146,682		23,469,762		22,737,280		21,829,015		21,482,092		20,847,707		20,397,217		19,358,560		18,695,550		17,756,410		17,320,620		16,648,840		11,586,780		16,524,590

		    Total Electronic Employment Returns 		5,857,730		5,637,715		5,975,167		6,356,171		6,688,496		6,993,677		7,542,413		8,210,075		8,978,968		9,809,150		10,729,550		11,837,260		12,828,070		13,768,870		14,934,770		15,953,780		17,547,210

		  Forms 940 and 940-PR, Total		5,936,840		6,045,937		6,139,763		6,172,266		5,961,939		5,749,925		5,676,336		5,606,510		5,699,137		5,778,612		5,720,620		5,821,730		5,887,550		5,950,720		6,079,770		5,952,480		6,117,700

		    Paper Forms 940 and 940-PR		4,984,950		5,023,142		5,039,916		4,990,901		4,688,580		4,431,283		4,271,366		4,108,646		4,031,875		3,958,537		3,708,070		3,611,480		3,468,880		3,360,190		3,257,900		2,932,990		2,829,370

		    Form 940 E-File/Online/XML		951,890		1,022,795		1,099,847		1,181,365		1,273,359		1,318,642		1,404,970		1,497,864		1,667,262		1,820,075		2,012,560		2,210,250		2,418,670		2,590,520		2,821,870		3,019,490		3,288,340

		  Forms 941, 941-PR/SS, Total		24,705,850		24,351,004		23,869,212		23,508,192		23,477,280		23,399,755		23,169,884		23,631,895		23,707,012		24,012,372		23,983,130		24,337,170		24,365,900		24,821,090		25,192,720		21,315,750		27,689,950

		    Paper Forms 941, 941-PR/SS		19,800,020		19,736,084		19,003,122		18,345,350		18,077,116		17,731,947		17,039,186		16,926,902		16,403,780		16,032,172		15,283,000		14,729,970		13,972,100		13,661,440		13,101,590		8,406,570		13,460,620

		    Form 941 E-File/Online/XML		4,308,410		4,614,920		4,866,090		5,162,842		5,400,164		5,667,808		6,130,698		6,704,993		7,303,232		7,980,200		8,700,130		9,607,190		10,393,800		11,159,650		12,091,130		12,909,170		14,229,330

		    Form 941-TEL		597,430

		  Forms 943, 943-PR, and 943-SS, Total		262,580		258,033		249,571		249,067		227,341		219,739		221,209		203,370		201,525		201,954		195,420		194,380		189,840		186,950		181,750		169,340		165,800

		    Paper Forms 943, 943-PR, and 943-SS 																		201,525		201,779		193,590		189,560		182,960		178,440		171,280		157,160		151,080

		    Electronic Forms 943, 943-PR, and 943-SS 																		- 0		175		1,830		4,820		6,890		8,510		10,470		12,190		14,730

		  Forms 944, 944-PR, and 944-SS, Total		- 0		N/A		322,798		440,588		376,797		253,317		200,558		162,205		136,440		135,222		115,560		107,440		76,730		68,590		66,330		49,800		48,820

		    Paper Forms 944, 944-PR, and 944-SS 				N/A		313,568		428,624		361,824		246,090		193,813		154,987		127,966		126,554		101,890		93,980		69,910		60,860		58,500		41,370		39,400

		    Electronic Form 944		- 0		N/A		9,230		11,964		14,973		7,227		6,745		7,218		8,474		8,668		13,670		13,460		6,820		7,730		7,830		8,430		9,420

		  Form 945		150,850		146,916		134,236		130,790		113,134		106,379		101,667		86,362		80,791		76,429		71,610		70,270		62,660		60,340		61,190		51,660		47,800

		    Paper Form 945																		80,791		76,397		70,250				60,770		57,880		57,730		47,160		42,400

		    Electronic Form 945																		- 0		32		1,370		1,530		1,890		2,460		3,460		4,500		5,400

		  Form CT-1                             		1,920		2,049		1,861		1,950		1,767		1,842		1,774		1,825		1,770		1,778		1,770		1,830		1,800		1,800		1,850		1,530		1,730

		Withholding Tax for Foreign Persons, Form 1042		31,270		32,245		31,972		33,647		34,891		36,680		36,571		38,810		41,963		43,256		44,460		47,470		50,160		51,360		54,090		23,730		78,740

		Exempt Organizations, Total              		815,870		835,391		877,450		1,135,314		1,119,927		1,426,131		1,325,928		1,410,892		1,439,788		1,507,508		1,541,470		1,537,020		1,551,510		1,643,820		1,649,560		1,244,870		1,839,660

		 Total Paper Exempt Organization Returns		811,290		820,290		841,454		848,082		773,615		826,020		725,464		685,582		646,935		637,682		587,620		565,700		508,500		543,940		510,710		93,180		428,610

		 Total Electronic Exempt Organization Returns		4,580		15,101		35,996		287,232		346,312		600,111		600,464		725,310		792,853		869,826		953,860		971,310		1,043,010		1,099,880		1,138,850		1,151,690		1,411,050

		    Form 990, Total		390,630		401,045		413,881		423,358		293,408		261,016		286,152		313,824		309,920		318,298		311,330		325,540		318,100		329,310		320,310		284,330		362,810

		        Paper Form 990																								96,650		79,030		77,680		58,700		11,470		57,310

		        Electronic Form 990		3,140		10,747		27,465		53,093		54,249		76,996		118,272		142,030		174,924		193,687		213,010		228,890		239,070		251,640		261,610		272,860		305,500

		    Form 990-EZ, Total		146,790		146,099		152,203		171,342		257,391		370,902		291,409		252,939		255,325		268,167		251,190		257,900		244,630		248,600		242,600		164,490		242,000

		        Paper Form 990-EZ																								134,800		116,350		112,950		100,850		18,070		78,060

		        Electronic Form 990-EZ		1,330		3,101		5,376		11,037		35,167		60,821		67,772		76,511		91,985		102,954		114,800		123,100		128,280		135,650		141,760		146,420		163,940

		    Form 990-N**				N/A		N.A.		216,872		248,358		449,770		389,548		473,918		486,299		528,117		573,270		561,040		614,100		644,600		661,000		649,500		683,630

		    Form 990-PF, Total		87,740		88,796		89,661		97,766		99,071		112,939		108,707		106,360		108,279		108,445		109,550		112,930		112,600		116,200		116,890		95,180		132,710

		        Paper Form 990-PF																								54,640		51,030		48,210		42,400		12,270		23,660

		        Electronic Form 990-PF		110		1,253		3,155		6,230		8,538		12,524		24,872		32,851		39,645		45,068		52,780		58,290		61,570		67,990		74,490		82,910		109,050

		    Form 990-T		63,450		71,284		93,559		98,071		93,118		108,270		128,171		146,427		165,792		173,128		187,100		172,520		158,840		203,100		211,020		38,600		310,360

		        Paper Form 990-T																																38,600		162,140

		        Electronic Form 990-T																																0		148,220

		    Form 4720		2,070		2,248		2,179		2,438		2,582		2,652		2,647		2,433		2,115		2,218		2,260		2,340		2,320		2,680		2,630		1,320		1,840

		        Paper Form 4720																																1,320		1,130

		        Electronic Form 4720																																N/A		710

		    Form 5227		125,190		125,919		125,967		125,467		125,999		120,582		119,294		114,991		112,058		109,135		106,770		104,750		100,930		99,340		95,120		11,450		106,310

		        Paper Form 5227																																		106,310

		        Electronic Form 5227																																		0

		Form 990-C		3,470

		Form 1041-A																																		6,760

		Government Entities/Bonds, Total		50,940		48,426		46,886		47,368		42,446		46,089		50,094		53,329		51,292		46,191		50,530		49,960		46,680		44,300		42,060		18,950		32,200

		  Form 8038		5,980		5,600		4,888		4,414		3,186		3,782		3,514		3,245		3,071		2,657		3,050		3,060		2,880		3,160		2,620		1,210		2,080

		  Form 8038-B										NA		1,694		1,029		22		12		11		- 0

		  Form 8038-CP										281		3,233		10,209		10,545		10,437		9,825		12,570		10,620		10,640		10,640		9,890		7,240		7,470

		  Form 8038-G		30,120		28,940		29,757		29,159		26,791		25,594		24,018		26,910		26,647		23,959		25,540		27,250		24,320		22,240		21,950		7,430		18,090

		  Form 8038-GC		12,870		12,396		10,693		11,644		10,448		9,493		8,689		11,038		10,132		8,970		8,590		8,260		8,100		7,710		7,120		2,760		4,260

		  Form 8038-T		1,730		1,262		1,315		1,929		1,454		1,401		1,516		1,064		582		420		410		440		360		290		260		120		260

		  Form 8038-TC										NA		667		941		333		231		173		130		160		180		90		0		0		0

		  Form 8328		240		228		233		222		286		225		178		172		180		176		240		180		200		180		220		190		40

		Political Organizations, Total		8,160		11,330		9,289		11,592		10,394		12,635		10,221		11,586		9,208		10,853		8,910		10,930		9,830		12,240		9,400		9,200		8,280

		  Form 1120-POL, Total		5,110		5,647		5,971		6,168		6,377		6,142		5,722		5,063		5,027		4,689		4,570		4,290		4,270		4,190		4,160		3,110		2,750

		    Paper Form 1120-POL																								4,260		4,240		4,160		4,120		3,070		2,680

		    Electronic Form 1120-POL										15		19		23		53		42		57		40		30		40		40		40		50		70

		  Form 8871 ***		1,130		2,235		1,366		11		2,063		2,533		2,196		2,621		2,132		2,632		2,370		3,170		3,700		4,300		3,250		2,710		3,550

		  Form 8872		1,910		3,448		1,952		1,905		1,954		3,960		2,303		3,902		2,049		3,532		1,970		3,470		1,850		3,750		2,000		3,370		1,980

		    Paper Form 8872																								740		460		770		510		190		90

		    Electronic Form 8872		1,300		2,679		1,323		3,519		1,469		3,095		1,713		3,004		1,500		2,784		1,450		2,730		1,390		2,970		1,480		3,180		1,890

		Excise, Total                           		838,920		896,462		895,388		935,498		783,926		817,021		675,808		1,027,461		916,196		982,630		993,610		1,000,650		1,011,360		1,042,890		1,074,760		1,020,320		1,192,660

		  Form 11-C		9,740		9,763		8,947		8,143		6,769		6,264		4,743		4,825		4,719		4,439		4,060		4,020		3,700		3,590		4,550		2,680		4,220

		  Form 720		107,050		104,695		102,435		100,165		92,772		96,220		121,798		123,431		202,760		204,628		202,710		193,480		190,370		186,060		187,630		168,530		184,450

		    Paper Form 720																								192,410		189,150		184,560		185,390		165,880		181,120

		    Electronic Form 720		- 0		N/A		- 0		24		57		69		180		285		574		758		880		1,070		1,230		1,490		2,250		2,660		3,330

		  Form 730		43,380		44,502		40,876		40,842		38,798		35,601		31,401		30,000		27,699		26,492		24,570		23,980		22,250		21,510		22,900		13,410		20,910

		  Form 2290		678,740		737,502		743,130		718,066		634,345		667,668		507,562		859,241		671,980		737,826		753,440		770,950		786,510		823,060		834,940		822,100		958,100

		    Paper Form 2290																								356,720		276,480		236,410		201,860		135,510		145,780

		    Electronic Form 2290		- 0		N/A		1,500		16,133		28,956		48,660		105,756		176,943		206,982		259,961		326,350		414,220		510,030		586,650		633,080		686,590		812,320

		  Form 8849								68,282		11,242		11,268		10,304		9,964		9,038		9,245		8,840		8,230		8,540		8,680		24,740		13,600		24,980

		    Paper Form 8849																								5,210		5,150		5,000		19,940		7,700		20,190

		    Electronic Form 8849								40		1,683		640		1,867		1,157		2,140		2,062		2,270		3,020		3,390		3,680		4,800		5,910		4,800

		Excise Taxes re Employee Plans, Form 5330		25,940		24,895		23,800		24,137		22,983		20,269		20,812		20,678		20,899		19,622		19,620		19,530		20,150		18,880		21,730		5,220		23,560

		Form 5500-EZ, One Participant Retirement Plans										163,294		191,263		138,015		114,388		111,215		114,181		118,160		109,360		103,260		101,200		98,490		19,100		169,660

		Payment or Refund Under Section 7519, Form 8752		40,560		39,505		39,627		43,077		37,882		36,177		33,947		33,097		31,345		30,160		29,100		28,040		26,880		25,930		24,640		11,750		20,690

		Supplemental Documents, Total         		16,993,060		18,253,309		20,221,791		20,809,237		21,888,231		23,807,048		21,579,728		22,508,560		23,925,364		23,378,708		24,503,260		24,203,600		26,433,100		27,805,920		28,594,360		23,462,910		31,609,000

		  Form 1040-X                            		3,155,820		3,618,450		4,056,377		4,803,051		4,901,898		6,624,153		10,485,817		4,613,390		3,951,923		3,689,649		3,821,440		3,785,480		3,785,480		3,488,560		3,095,940		3,125,720		5,833,930

		     Paper Form 1040-X																														3,095,940		2,981,510		4,031,650

		     Electronic Form 1040-X																														N/A		144,210		1,802,280

		  Form 4868, Total                            		9,366,470		9,679,936		9,978,958		9,661,156		10,415,389		10,407,611		10,485,817		11,014,188		12,400,346		12,400,346		13,064,560		12,680,870		14,055,180		15,324,990		15,708,340		11,598,910		14,232,800

		     Paper Form 4868		7,544,590		8,218,318		8,453,953		7,877,250		8,031,518		6,454,301		5,459,986		5,122,479		5,132,486		4,749,708		4,678,370		4,261,460		4,279,240		4,467,670		4,063,780		2,308,650		2,480,030

		     Electronic Form 4868		1,821,890		1,461,618		1,525,005		1,783,906		2,383,871		3,953,310		5,025,831		5,891,709		7,267,860		7,650,638		8,386,190		8,419,410		9,775,940		10,857,320		11,644,560		9,290,260		11,752,770

		        Credit Card 		33,370		60,755		63,374		66,838		52,458		51,301		29,382		29,500		29,700		102,030		32,630		102,030		106,800		114,800		123,120		165,380		221,150

		        E-File		1,201,420		1,400,863		1,461,631		1,717,068		2,331,413		3,902,009		4,996,449		5,862,209		7,238,160		7,548,608		8,353,560		8,317,380		9,669,140		10,742,520		11,521,440		9,124,880		11,531,620

		       TeleFile		587,100

		  Form 1120-X                             		12,280		2,989		3,160		3,447		3,685		3,797		4,716		5,675		7,000		8,552		9,850		12,240		11,930		12,640		12,790		15,540		22,750

		  Form 5558		362,140		384,798		402,043		436,965		470,356		581,850		527,328		472,197		454,767		448,711		467,420		494,960		499,650		521,710		524,310		69,360		1,081,540

		  Form 7004, Total		3,342,800		4,063,913		5,265,021		5,370,245		5,526,736		5,619,579		5,763,489		5,814,974		6,213,525		6,235,999		6,500,220		6,572,660		7,537,420		7,896,600		8,335,480		7,965,880		9,394,550

		    Paper Form 7004 																								1,672,410		1,671,940		1,614,870		1,568,470		1,157,500		1,751,170

		    Electronic Form 7004 		48,430		396,179		837,427		1,139,906		1,565,810		1,985,255		2,713,303		3,235,543		3,905,361		4,202,222		4,646,950		4,900,250		5,865,490		6,281,730		6,767,010		6,808,380		7,643,380

		  Form 8868, Total		477,860		503,223		516,232		534,373		570,167		570,058		575,857		588,136		897,803		595,451		639,760		657,410		543,450		561,410		917,500		687,510		1,043,440

		    Paper Form 8868																								285,450		227,010		207,320		518,260		230,280		484,370

		    Electronic Form 8868		2,250		13,505		30,667		53,808		89,761		112,664		173,135		214,647		258,796		296,124		333,800		371,960		316,440		354,090		399,250		457,220		559,070

		N/A—Not applicable.                                 
* A new, streamlined Form 1040 replaced Forms 1040, 1040-A, and 1040-EZ as of January 2019;  Form 1040-SR is a new individual form type beginning in Calendar Year 2020; Form 1040-SP is a new individual form type beginning in Calendar Year 2021. Forms 1040, 1040-A, and 1040-EZ returns filed for TY 2017 and prior tax years and processed in CY 2019 and CY 2020 are included in the streamlined Form 1040 volumes.
** Form 990-N must be filed electronically. There is no paper form.
*** Form 8871 must be filed electronically. There is no paper form. 
NOTES: Detail may not add to subtotal/total due to rounding.
See Table Notes section for more information. 
Table only contains Master File counts.
SOURCE: Internal Revenue Service, Statistics of Income Division.
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VISIT THE NATIONAL TAX RESOURCE CENTER ON THE MEMBER PORTAL TO LEARN MORE



Presenter Notes
Presentation Notes
I hope today’s presentation provided valuable information on the why, what and when related to qualified appraisals and adequate disclosure. 

That concludes my presentation. I thank you for your time and attention this morning and hope that you will reach out to me with any comments or questions.


B'D sENNErT
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